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SAVED...More Than*48 000 Annually 
with Kardex Inventory Control! 


The use of Remington Rand 
Kardex Visible Systems for ma- 
terials control and inventory 
records produces savings that 


are almost unbelievable. Con- 
sider the experience of the 
Baldwin-Lima-Hamilton Corpo- 
ration of Eddystone, Pennsyl- 
vania, one of the world’s largest 
manufacturers of diesel locomo- 
tives. This organization now 
realizes savings of more than 
$48,000 each year in their Re- 
newal Parts Inventory alone as 
a direct result of switching to 
Kardex. With Kardex, two clerks 
now replace the five formerly re- 


quired; they do more work and 
handle customer orders more 
quickly. With Kardex, the avail- 
ability of material is indicated 
immediately — before orders are 
sent to the plant for processing. 

These are but two of the many 
advantages of Kardex that add 
up to more than $48,000 annually 
for this manufacturer. Learn 
more about how it’s done by cir- 
cling CH992. Learn more about 
Kardex and how this remarkable, 
money-saving system may be em- 
ployed by you by circling KD406 
for your free copy of ‘‘Kardex 
Inventory Control.” 
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Modern-day payroll accounting 
has become an increasingly com- 
plicated and costly business oper- 
ation. The answer tothis problem 
lies in punched-card accounting 
procedures. Remington Rand 
produces punched-card equip- 
ment necessary to handle all pos- 
sible variations in payroll ac- 
counting with lightning speed 
and unfailing accuracy. You 
can learn more by circling 
SPTM4155 Rev. 2. 
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Manufacturer after manufac- 
turer is discovering how to ex- 
pedite production with the 
Remington Rand Transcopy Du- 
plex photocopying machine. At 
the El Segundo Division of the 
Douglas Aircraft Company, Inc., 
for example, Remington Rand 
Transcopy Duplex machines are 
replacing typewriters for the ex- 
acting work of duplicating Man- 
ufacturing Outlines. North 
American Aviation, Inc., of 





Columbus, Ohio, expedites and 
adjusts factory production 
orders at but a fraction of what 
this work used to cost, eliminat- 
ing typographicalerrors entirely. 
To learn in greater detail how 
these two manufacturers are ex- 
pediting production with the aid 
of the Remington Rand Trans- 
copy Duplex, circle CH1017. 
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Room 2169 315 Fourth Ave., New York 10 
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———., 
“You Break My Heart!” 
“, . . executives suffering from heart illness quite often possess what has 
come to be known as the ‘coronary personality’. . . . Some mechanism, how- 
ever, should be provided for the release of the tensions built up in an 
organization?”—Fortune Magazine, May 1955. 
OW much does top management know about the depreciation in management’s inventory of | 
managers—Physical, Mental, Emotional, and Professional? Yet no self-respecting corporation T 
management would be without up-to-the-minute figures on depreciation in their plant and inven- 
tory. We even have figures on soil erosion of the nation but we take no accounting of the emo- 
tional erosion among the team-mates constituting management. 7 
Confirmation of this erosion can be found in the very phrases of our everyday speech. How 
often one executive says of another, “He makes me sick,” “That guy is a headache.” “He is poi- 
son,” or to another executive, “You're breaking my heart,” or “You give me a pain in the neck,” 
Unfortunately, these emotion-loaded words by no means understate the emotional and even physical 
facts. The “stress” of poor teamwork is very real and we managers do frequently make each other 
literally sick. Only with constant attention and effort can we maintain a teamwork climate which Ca 
adds power, health, enthusiasm, and radiance to working and living together. lai 
When the medical research people shall have finished finding the causes of coronary thrombosis wall 
and the other occupational diseases of executives, they will undoubtedly have much to say about lai 
sugar and fat, coffee and tobacco, and about lack of exercise. But there is a strong chance that the h 
major reason the Chinese coolie and the Bantu tribes of Africa do not have coronary crack-ups the 
will be their avoidance of executive “stress.” the 
Annual medical check-ups may indeed reveal executive spoilage, but preventing such waste is me 
our main objective. To prevent such wastage we must: 
Move away from: Toward: Q 
Fuzzy, vague assignments Clear definitions of duties rid 
2. Piling on pressure for results without dele- Absolute matching of responsibility with au- tim 
gating equivalent power thority res 
3. Serambling ruthlessly for limelight and pre- Systematic, objective review and reward fac 
cedence amidst arbitrary and political deci- sul 
sions rd 
4. Letting emotional tension build up, dammed Continual ditching, draining, and ventilating by “ 
up to explode in major cloudbursts communication, review and decision vis 
5. Always “telling °em” Listening from the top and forced upward com- : 
munication from the bottom lin 
6. Perpetuated conflict and intensified mutual Careful provision for creative thinking, prob- " 
frustration lem solving and rational, prompt decision . 
making 
7. Everybody scrambling to climb over each Leadership in trusteeship in motivation and - 
other like bees too busy swarming to make spiritual unity from top to bottom tin 
honey ta 
le 
It may be that cancer of the lungs is due to smoke and smog and air pollution, but certainly ™ 
actual heartbreak is largely due to the emotional, psychological and spiritual climates in which . 
many executives breathe and work. 
F. F. BRADSHAW (] 
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The Span Of Control— 
Fact Or Fable? 


Can executives effectively supervise more than five people? It is argued 
here that they can, and that the principle of span of control is no longer 
valid, particularly as applied to our larger government agencies and 
business corporations. ''The institutionalization of the organization and 
the development of primary relationships among the members of the 
executive group together provide such a high degree of control that 
the area of effective supervision of the chief executive is much wider 
than that predicted by the span of control principle." 


Ov of the basic doctrines in the 
theory of organization is the prin- 
ciple of the limited span of control of 
the executive. The ability, capacity, and 
time of the executive are necessarily 
restricted by biological and physical 
factors. Therefore, if the number of 
subordinates reporting to the executive 
is kept to a minimum, the quality of 
coordination is better than if some 
larger number of subordinates is super- 
vised. 

The size of the organization itself is 
limited by the fact that, in a_hierar- 
chical organization, an increase in scalar 
levels, or sub-maximization centers, ex- 
pands the number of organization offices 
through which communications must 
move in order to arrive at an authorita- 
tive decision. This proliferation of “red 
tape” in turn renders the organization 
less efficient and effective than at some 
supposedly smaller, and more optimum, 
size. This paradox between the limited 


ee 


1 Herbert Simon, Administrative Behavior, 
(New York: The Macmillan Co., 1948), p. 
26; “The Proverbs of Administration”, Public 
Administration Review, VI, 1946, pp. 53-67. 


span of control principle and the prin- 
ciple of excessive scalar levels has been 
pointed out by Simon.’ An increase in 
the number of subordinates reporting to 
each executive does not solve the prob- 
lem of excessive hierarchical levels be- 
cause the span of control limitation 
makes for less efficient operations. 

If both principles are actually appli- 
cable to the large organization, then 
it must follow that many large govern- 
ment agencies and business corporations 
are less efficient than their smaller coun- 
terparts. However, large corporations 
not only continue to grow in size but 
also comparisons of various sizes of 
corporations are not convincing as to 
the superiority of smaller, as opposed 
to larger, corporations. Such scale com- 
parisons can not be made among govern- 
ment agencies because no dollar value 
can be assigned to output. However, ad- 
ministrative techniques in both business 
and government are similar enough that 
one can argue what holds true in the 
one also applies in the other. At least, 
in neither case, does the span of control 
appear to have set a limit to the actual 
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size of the organization. Rather, the size 
of the typical organization has increased 
with the increasing complexity of the 
problems to be solved. There is no evi- 
dence to indicate that in our con- 
temporary society the span of control 
has ever served to restrict size although 
declarations of its universal applicabil- 
ity are encountered time and again both 
in theory and practice. 

The theoretical justification for the 
restricted span of control was developed 
by Graicunas and Davis.” Graicunas 
identifies and classifies three types of 
interpersonal relationships in the unit 
organization. If the number of subordi- 
nates reporting to a common superior 
is n, then the number of direct single 
relationships is also equal to n. Cross 
relationships are those that involve in- 
teractions between any two subordinates 
and the superior; the number of possi- 
ble cross relationships that can occur 
is given by the formula n(n-1). Direct 
group relationships are essentially a 
combination of direct single relation- 
ships and cross relationships; they are 
direct in the sense that they can be classi- 
fied from the point of view of any par- 
ticipant as a member of a group in con- 


2V. A. Graicunas, “Relationship in Organi- 
zation”, Papers on the Science of Administra- 
tion. ed. L. Gulick and L. Urwick, (New 
York: Columbia University, 1947), pp. 183- 
187: end Ralph C. Davis, The Influence of 
the Unit of Supervision and the Span of 
Executive on the Economy of Line Organiza- 
tion Structure, Bureau of Research, Research 
Monograph No. 26 (Columbus: The Ohio State 
University, 1941). 
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tact with the superior; they are cross 
relationships in that they can be classi- 
fied as contacts between the superior 
and a group of two or more subordi- 
nates. The number of possible direct 
group relationships is given by the for- 
in 
~~ - ) The direct group relation- 


— 


ships increase geometrically, and it is 
for this reason, that they occupy a stra- 
tegic role in Graicunas’ hypothesis of 
the limited span of control.’ 


mula 


SPAN OF EXECUTIVE CONTROL 


Davis further amplifies the Graicunas 
hypothesis by distinguishing two quali- 
tative levels of supervision. The first 
level is the unit of supervision. The unit 
of supervision applies to the first-line 
supervisor. Activities, at this level, are 
mostly physical and are mainly con- 
cerned with control of current opera- 
tions. The relative absence of mental 
activity permits a wide span of control 
with the optimum ranging from 15 to 
20 people. 

The span of executive control, accord- 
ing to Davis, applies to all executives 
above the level of the first-line super- 
visor. It is narrower because executives 
are concerned more with planning and 
organizing activities. Since this type of 
work is largely mental and deals with 
intangibles and abstractions, it is much 
more exacting and demanding than 
physical activity. As a result, the execu- 
tive can not effectively supervise more 
than three to seven first-line supervisors 
or subordinate executives. Davis indi- 
cates that the optimum span of execu- 
tive control is, in most cases, limited 
to not more than five people. 

To the knowledge of the writer, there 
is no evidence to indicate that the span 
of control principle has ever been the 
subject of empirical testing. Nonethe- 
less, both of the hypotheses described 
above have been accepted in adminis- 
trative theory as valid principles of or- 
ganization. If the limits of the span of 
control are as rigorous in practice as 
in theory, then it would seem to follow 
that exceeding these limits would seldom 
occur in practice. In other words, if the 
system of governance in the bureau- 
cratic organization is rationally planned 
and executed, and if there is a tendency 


3 In his discussion of Figures 1 and 2, ibid., 
p. 186, the following statement appears, “Note 
that for four subordinates it is quite easy to 
grasp and remember every combination of 
groups, but that from five on, this is no longer 
possible, because the various groups become 
a maze of confusion.” 
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for the executive span of control re- 
straint to limit the coordinating ability 
of the executive beyond four or five 
subordinates, then it would follow that 
few successful organizations would have 
more than four people reporting to any 
executive within the hierarchy. Further, 
it would also seem reasonable to assume 
that the number of people reporting to 
the chief executive would tend to ap- 
proximate the theoretical ideal very 
closely because, at executive levels, near- 
ly all activity is concerned with the 
abstract and the intangible. 

A recently completed research study 
has made available information on the 
number of executives reporting to the 
president in 100 large companies (over 
5,000 employees).* One of the major 
conclusions of this study is that the 
theoretical limits of the executive span 


4 Ernest Dale, Planning and Developing the 
Company Organization Structure, Research 
Report No. 20, (New York: American Man- 
agement Association, 1952). 
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of control are in practice more ofter 
violated than they are observed as ind). 
cated in Table I. In addition, the top 
leadership of large corporations appears 
to have “widespread complaints aboy 
the validity of the theory of span of 
control.” According to this study, al] 
of the firms included in Table I were 
“known to have good management 
practices.” Assuming that the maximum 
number of subordinates that can effer. 
tively be supervised by one executive 
is four (the number mentioned by Grai. 
cunas), then only ten percent of the 
firms included in Table I have effective 
supervision at the level of the supreme 
coordinating authority. But, if all the 
firms included in the sample were known 
to have “good management practices”, 
then doubts are raised as to the validity 
of the Graicunas and Davis hypotheses, 
This is especially significant in view of 
the fact that the median number of ex. 
ecutives reporting to the president in 
the study was between eight and nine, 





Table 1 
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Number of Executives Reporting to President in 100 Large 
Companies (over 5,000 Employees) 


No. of Executives 


Total Theoretical 


Reporting to Number of Direct and Cross 
President Companies Relationships 
1 6 1 
2 — 6 
3 1 18 
4 3 4A 
5 7 100 
6 9 222 
7 11 190 
8 8 1,080 
Median 

9 8 2,376 
10 6 5,210 
11 7 11.374 
12 10 24,708 
13 8 53,404 
14 4 114,872 
15 1 245,974 
16 5) 924,534 
17 — 1,114,392 
18 1 2,359,612 
19 — 1,981,090 
20 1 10,486,154 
21 ] 22,020,532 
22 — 46,137,824 
23 2 96,469,518 
24 1 201,327,166 


Sources: Columns (1) and (2) are from Ernest Dale, Planning and Devel- 
oping the Company Organization Structure, op. cit., p. 57; 
Column (3) is from V. A. Graicunas, “Relationship in Organi- 
zation” in Papers on the Science of Administration, op. cit., p. 
186. (Relationships beyond 12 subordinates have been com- 
puted according to Graicunas’ formulas.) 








NOVEM 


or rol 
limit, 
four 
hundi 
nates 
Cai 
habit: 
Swed 
56 pe 
and 4 
firm.’ 
Ma 
a cor 
matte 
occul 
cerne 
of hi 
affail 
the | 
clude 
socia 
avail 
their 
Furt! 
a nu 
of tl 
direc 
acces 
span 
tion 
Tl 


tion 





5S 
Stud: 
Meth 
CA 


6 4 
in tl 
howe 
War 
mant 
resul 
the | 
tion, 
it w 
recel 
it in 
vise” 
in m 
tive 
num 
whil 
larg 
of O 
Man 
No. 
Assc 

A 
acceé 
The 
Edy 
disc 
less 
blac 
an 
and 
wit! 
the 
had 

mei 
ay 
tha 
cip 
wh 


EMENT 


Often 
indi. 
€ top 
pears 
about 
in of 
y; all 
were 
‘ment 
mum 
effec. 
‘utive 
Grai- 
F the 
ctive 
Teme 
| the 
nown 
ces”, 
idity 
leses, 
w of 
f ex. 
it in 
nine, 








NOVEMBER | 955 


or rougl » twice as high as the indicated 
limit, ar. that the presidents of twenty- 
four firr:- in the total sample of one 
hundred '.ad thirteen or more subordi- 
nates rep: rting directly to them. 

Careful studies made of the work 
habits o! corporation presidents in 
Sweden indicate that they spend only 
56 percen of their time inside the firm 
and 44 percent of their time outside the 
firm.° 

Many American executives do devote 
a considerable amount of time to these 
matters also, and, to the extent that this 


occurs, it results in the executive con- 
cerned being able to spend only part 
of his time in coordinating the internal 


affairs of the organization. Insofar as 
the presidents of the corporations in- 
cluded in the American Management As- 
sociation study spend only part of their 
available time inside the organization, 
their span of control is understated. 
Furthermore, in any large organization, 
a number of people, who are members 
of the organization, but do not report 
directly and formally to executives have 
access to him—whenever this occurs, the 
span of control of the executive in ques- 
tion may again be understated.® 

The American Management Associa- 
tion study is significant for another rea- 


5 Sune Carlson, Executive Behaviour: A 
Study of the Work Load and the Working 
Methods of Managing Directors, (Stockholm: 
C. A. Stromberg Aktiebolag, 1951), p. 62. 


6 An interesting illustration of this occurs 
in the following quotation: “General Eisen- 
hower told me in an interview that in World 
War I he had at one time 150 battalion com- 
manders reporting to him. This he believed, 
resulted in cleaner understanding up and down 
the line, an opportunity for personal inspira- 
tion, and a chance to voice complaints. Now 
it would be physically quite difficult even to 
receive reports from 150 people or, to express 
it in organizational language, ‘effectively super- 
vise’ so many people. What the General had 
in mind is that accessibility to the chief execu- 
tive can make important contributions. The 
number of people he supervised was small, 
while the number who had access to him was 
large.” Ernest Dale, “Dynamics and Mechanics 
of Organization” in Organization Planning and 
Management Development, Personnel Series 
No. 141, (New York: American Management 
Association, 1951), pp. 7-8. 

Another interesting example of this type of 
accessibility is made by Sir Ian Hamilton, 
The Soul and Body of an Army, (London: 
Edward Arnold and Co., 1921), p. 86: “The 
disciplinary code of the Canal was notably 
less strict than in an English coal mine. Any 
black labourer could demand, any forenoon, 
an interview with Colonel Goethals himself, 
and be ushered into his presence right away, 
without intermediary. The rank and file were 
the clear negation of homogeneity. Morale 
had no place in a mere money-making engage- 
ment. And yet, so wonderful was the effect of 
@ well-thought-out, perfectly-organized system, 
that, of itself, it gave a distinct touch of dis- 
cipline, cohesion and esprit de corps to the 
whole motley concern.” 
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What is the real issue? What has company experience been with guarantee 
of work or wages? How will the GAW tie in with employment stabilization 
and unemployment compensation? NOW is the time to explore all facets of 
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son. In six of the corporations covered 
in the study, only one executive reports 
to the president. In firms in which this 
is the case, it is plausible to assume that 
the planning function is largely the 
responsibility of the president and that 
the procedural-executory plan is the 
responsibility of this particular subordi- 
nate whatever his title may be. Function- 
alization of this type is an explicit recog- 
nition that the elements of coordination 
can be segmented and different members 
of the leadership assigned the duties of 
supervising them. In a theoretical sense, 
this segmentation is nothing but the divi- 
sion of the organizational objectives into 
a substantive, or policy formulating, 
plan and a procedural-executory, or ad- 
ministrative, plan. This device, which is 
implicit in Davis, acts to expand the 
area over which the top management 
can supervise effectively and efficiently. 
At the same time, however, if the su- 
preme coordinating authority of the 
organization can be segmented doubts 
are raised as to the operational validity 
of another basic principle of organiza- 
tion theory, that of the principle of 
“unity of command.” In a sense, both 
the principle of the limited span of 
executive control and that of the princi- 
ple of unity of command were originally 
developed in the military and then 
adopted as governing in large-scale or- 
ganizations in government and in the 
business world. 


UNITY OF COMMAND 


The mission of a military organiza- 
tion is in abeyance during time of peace 
and is operative only in time of war. 
The continuity of the military organi- 
zation is provided by a hard core of 
elite but in time of war this hard core 
must be expanded many fold in order 
“to defeat the main force of the enemy 
and to seize his vitals.” The process of 
expansion of the military, at least in 
most Western countries, requires that 
highly individualistic and yet ordinary 
manpower be recruited, trained, and de- 
veloped into operating units during a 
period of emergency when time is a 
factor in short supply. The span of con- 
trol under these circumstances is neces- 
sarily limited because the nature of mili- 
tary operations is such that the physical 
movements of individuals must be con- 
stantly integrated into the objective of 
the organization. At the same time, unity 
of command is necessary because the 
individual may be ordered by the leader- 
ship to sacrifice himself as an individual 


to further the organization objective; 
this requires instant obedience to one, 
and only one, superior. Newly created 
posts within the leadership must largely 
be filled by the more outstanding among 
the recruits and the marginal principle 
applied to the utilization of the hard 
core elite. To speak of a limited span of 
control and the unity of command in 
this type of an organization is to recog- 
nize that armies consist of only a small 
nucleus of professionals and a vast mul- 
titude of amateurs—the principles that 
govern the organization apply to active 
operations and are concerned with an 
ad hoc effort, not with a steady, continu- 
ous pull. 


VARIABLE SPAN OF CONTROL 


Contrast the nature of the mission 
of the military organization with that 
of the organization in which most of 
the elements of the substantive plan un- 
fold as a result of deliberate planning 
internally generated rather than being 
dependent upon the unknown plans of 
an unknown enemy. The significant ele- 
ment here is that planning possesses a 
far higher degree of predictability with- 
in the framework of a supreme coordi- 
nating authority than when two or more 
organizations, each with its own coordi- 
nating authority, confront each other as 
opponents. The internal structure of the 
organization is conditioned by the en- 
vironment in which it operates; the prin- 
ciples that govern its procedural-execu- 
tory plan are largely a product of this 
external situation. It can be stated al- 
most categorically that the span of con- 
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trol in an organization geared to operat 
during periods of emergency is much 
narrower than it is in an organization 
in which predictable standards can }y 
established and where the variance 
from these standards then serve as the 
basis for corrective action. 

There is a tendency in the military 
for the span of control to widen jy 
time of peace—this is a result of the 
same circumstances that cause the lay. 
man to think of firemen as being pi: 
nochle players primarily and fire fight. 
ers secondarily. 

“Pride of place” has usually won 
out in time of peace, resulting in far 
more individuals reporting to one 
man than he could control. Where 
there are ambitious subordinates, soft. 
hearted commanders, and complai- 
sance characteristic of peacetime, 
“pride of place” flourishes. The awa- 
kening always comes but usually not 
until war or other emergency threat. 
ens. Then serious incidents in the 
form of grave errors, neglects, or de- 
lays forcibly remind commanders of 
the limitations imposed upon them 
by “span of control.” And then, a com. 
mander realizes that as the number 
of subordinates reporting directly to 
him has become greater, the number 
of resulting relationships has in- 
creased not by arithmetical but by 
geometrical progression. It is this 
total number of relationships in a 
headquarters which in a large part 
determined the complexity of com- 
mand and the difficulty of coordina- 
tion. With a General Staff, the com- 
mander’s capacity for managing a 
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large | umber of subordinates is great- 

ly ex ded, but even so the limita- 

tions ©: “span of control” persist.” 
PEACET! 4E SPAN WIDENS 

Pride place, as defined above, is 
but the peacetime equivalent of the war- 
time spa: of control. The organization 
of the Army, with its large number of 
scalar levels and a limited span of con- 
trol, is ideally adapted to “closing with 
the enemy and seizing his vitals.” In 
peacetime. the military is both an organ- 
ization and an organization in being, 


just as the fire department is performing 
its organization objective when it is 
fighting fires. In this context, the quota- 
tion above should not be interpreted 
as referring to relationships increasing 
geometrically but rather as the renais- 
sance of the organization objective which 
changes the nature of the relationships 
themselves. The expansion of the or- 
ganization immediately changes the na- 
ture of the duties performed by each 
and every member of the professional 
leadership—their scarce knowledge must 
be allocated to the most pressing ends 
and it is out of this rapid transition that 
the “complexities of command” and the 
“difficulties of coordination” arise. Into 
this milieu are integrated, in a more or 
less systematic manner, the enlisted and 
quasi-military, non-professional leader- 
ship with values formed in the world 
of private associations where drastic 
change is the exception rather than the 
tule. 

The concept of the limited span of 
control, developed and verified by the 
military, was one of the first principles 
borrowed from them by theorists in pub- 
lic and private administration and ap- 
plied to non-military organizations. The 
principle itself was intuitively accepta- 
ble and served as a good first ap- 
proximation in the formation of large, 
non-military organizations. The basic 
error that was committed in adapting 
to non-military situations arose from an 
improper appreciation of the contrast 

tween active military, as opposed to 
civil, operations. The element of un- 
certainty in military operations is much 
greater than it is in civil operations 
whether the focus is on the quiescent 
Stages characteristic of peacetime when 
the coalitions are being formed or dur- 
ing the active wartime phase when every 
plan that is developed is subject to rapid 
change because of a change in the plans 





TOtto L. Nelson, National Security and the 
General Staff, (Washington: Infantry Journal 
Press, 1946), p. 579. 


of the enemy. The large-scale, non-mili- 
tary organization, in contrast to this, 
can reduce most of its operations to a 
routine requiring a minimum of de- 
tailed direction. 

The mechanistic concept of the lim- 
ited span of control was advanced before 
social scientists had become aware of 
the importance of primary relationships 
and the role that they play in the formal 
organization. Every formal organization 
can, and should be, also envisioned as 
a series of primary groups rather than 
being composed solely of isolated indi- 
viduals. No matter what the purposes 
of the organization, this tendency of 
people to become members of informal 
groups is always at work. Mere physical 
proximity of people to one another is 
enough to bring these informal groups 
into existence. The successful leader 
recognizes this fact and utilizes it to 
improve the quality and quantity of 
coordination. Leadership ultimately is 
more dependent on these social relation- 
ships to attain the organizational objec- 
tives than on power that grows out of 
authority. 


THE ROLE OF THE PRIMARY GROUP 


When an organization is initially 
created, it can be said that the organi- 
zation is based upon contemporaneous 
cooperation. Contemporaneous coopera- 
tion changes into progressive coopera- 
tion under the influence of time and 
growth—this means that the character 
of the relations among the members of 
each unit organization changes from 
secondary to primary in greater or lesser 
degree. The responses of the members 
of the unit organization toward each 
other become total rather than segmental 
in nature; the contractual relations 
which are characteristic attributes of a 
system of contemporaneous cooperation 
are supplanted by a diffuse, rather than 
a specific system of progressive cooper- 
ation. The nature of communication 
within the group becomes deep and 
extensive to the point that the unit or- 
ganization can be said to behave as a 
single person. As the process continues, 
each individual receives more than a 
share of the product; he also obtains 
personal satisfactions which, in effect. 
can be numbered among the induce- 
ments and the incentives that the organi- 
zation provides to participants. The 
primary relations act to harmonize the 
organization objective and the personal 
objectives of the participants and in 
this fashion the job of the management 
can be said to be lightened since partici- 
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pation in the system of conscious cooper- 
ation is no longer dependent upon pecu- 
niary inducements alone. 

The unit organization comes into 
being, as a component of a larger, for- 
mal organization, “when (1) there are 
persons able to cooperate with each 
other, (2) who are willing to contribute 
action, (3) to accomplish a common 
purpose.” One obvious aspect of the 
phenomenon of growth is an increase 
in the “nest of Chinese blocks,” or unit 
organizations, that constitute the formal 
organization. An even more important 
aspect of growth, and its accompanying 
increase in differentiation and speciali- 
zation of contributors, is its impact upon 
the people who constitute the unit or- 
ganizations. This facet of growth can 
be termed an efficiency of scale of or- 
ganization since it operates to bring 
together people of a similar background 
into a specialized unit organization. 

The process of selection of the mem- 
bership of the specialized unit organiza- 
tion tends to become institutionalized 
in that recruitment is limited to people 
with the requisite skills acquired through 
a common or similar education.® On 


8 C. I. Barnard, The Functions of the Exec- 
utive, (Cambridge: Harvard University Press, 
1938), p. 82. 

9Cf., R. Bendix, Higher Civil Servants in 
American Society, (Boulder, University of 
Colorado Press, 1949). This is a penetrating 
“study of the social origins, the careers, and 
the power-position of higher federal administra- 
tors.” 
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The ;»: inciple of the limited span of 
contro! |- valid only if it is granted that 
the limi. to be the size of a system of 
cooperat. on are ultimately dependent 
upon th: capacities of one individual. 
This assumption itself is paradoxical 
because it implies that coordination, 
however Jefined, can only be the prod- 
uct, in the last analysis, of the abilities 


and knowledge of that individual. This 


in turn hinges largely on Western be- 
liefs about individualism—but need 
there be any more reason to believe that 


systems of cooperation depend upon in- 
dividual abilities than to believe that 
they are not even possible because in- 
dividuals are individuals and will al- 
ways behave as such? It can be argued, 
and is in many of the social sciences, 
that human behavior is as much com- 
munal as it is individual; if this is 
granted then it can also be argued that 
supreme coordinating authority can be 
vested in a group as well as it can in 
an individual. In turn, if the group con- 
cept is admitted, much of current theo- 
rizing about the optimum size of the 
formal organization requires re-exami- 
nation. “Either because the scientific 
knowledge of human relationships is 
not available (which in the past has 
been to a certain degree the case), or 
because of failure to apply scientific 
knowledge which has been developed 
(which is more nearly the contemporary 
situation), scientific management fails 
on at least one count to be adequately 
scientific.”?° 


GROUP COORDINATION 


The formal organization by virtue of 
its existence must have a supreme Cco- 
ordinating authority—and if experience 
has any lessons, it is that the source of 
the authority should be centralized. 
This, however, need not, and does not, 
imply that authority must be vested in 
a single individual, except to define the 
responsibility for results; it merely im- 
plies that the substantive plan developed 
by the leadership is accepted as the basis 
for action within the organization with- 
out question on the part of those partici- 
pants subject to the authority of the 
organization. Given this frame of refer- 
ence, the span of control is not given 
by a mere counting of arithmetical and 
geometrical progressions and assuming 
that when some limit is reached that 
coordination ceases to be effective. Theo- 





10 William E. Moore, Industrial Relations 
and the Social Order, (New York: The Mac- 
millan Co., 1946), p. 187. 


retical relationships, such as those devel- 
oped by Graicunas and Davis, posit 
either a system of continuous conflict or 
of detailed control of the individuals 
comprising the organization rather than 
a system of continuing cooperation. If 
the system of authority does not serve 
its function, then the Graicunas-Davis 
limits are relevant since they indicate 
the maximum of possible exceptions that 
may require a decision on the part of 
the superior. 

If, however, informal groups can 
serve as a means of facilitating coordi- 
nation at the operative level, then the 
apparent escape from the dilemma of 
the limited span of control is the argu- 
ment that if the supreme coordinating 
authority can have its locus in a group, 
rather than a single individual, it be- 
comes indefinitely extensible. If this is 
the case, there is no limit to the size of 
any one formal organization since the 
“factor of coordination” is then in elas- 
tic supply to the organization and can 
be expanded to meet needs of the or- 
ganization occasioned by increased size. 
In one sense, this is the purpose served 
by the hierarchical, or military organi- 
zation. The division of the common pur- 
pose of the organization into a substan- 
tive plan and a_procedural-executory 
plan also serves to meet this purpose. 
Such structural and philosophical de- 
vices, however, supposedly collide with 
the principle of unity of command; “In 
building a structure of coordination, it 
is often tempting to set up more than 
one boss for a man who is doing work 
which has more than one relationship.... 
The rigid adherence to the principle of 
unity of command may have its absurdi- 
ties; these are, however, unimportant in 
comparison with the certainty of confu- 
sion, inefficiency and _ irresponsibility 
which arise from the violation of this 
principle.” 

The concept of a single person as the 
supreme coordinating authority in a 
system of conscious cooperation was first 
enunciated by Louis I[X—it includes 
“promptness of decision, unity of com- 
mand and strictness of discipline.”!? As 
is true with many of the principles of 
administration, the empirical evidence 
that the principles of unity of command 
depends upon one person as the locus 
of the supreme coordinating authority, 


112. Gulick, Papers on the Science of Ad- 
ministration, op. cit., p. 9. 


12 Robert Michels, Political Parties, trans. 
E. and C. Paul (Glencoe, Illinois: The Free 
Press, 1949), p. 41. 


is extremely scarce. There is no question 
that formal organizations, and most in- 
formal organizations, possess authority 
by virtue of their existence—but the ar- 
gument that all decisions depend ulti- 
mately on the decisions of one person 
is difficult to support on any logical 
basis. 


COMMAND IN THE FAMILY? 


The basic unit organization in modern 
American society is the family, which 
by its very nature, cannot possess a su- 
preme coordinating authority resting in 
one person. Yet household decisions are 
made and quantitatively constitute the 
most important decisions in society. The 
nature of the family is such that “in 
general, the more detailed regulation of 
the kinship system is left for diffuse 
cultural standardization, not enforced 
by a formal social organization.”!% 
Household decisions, due to the cultural 
nature of the family, are made by vari- 
ous members singly, or are joint deci- 
sions, and are translated into action 
without being channeled through a 
higher authority. Custom and tradition 
largely delineate the area in which the 
husband and wife (and other members) 
make decisions." 

The family shows every evidence of 
enduring as the basic unit organization 
of society; can it also be considered as 
an exception to the principle of unity 
of command? At one time the family 
constituted the unit organization in pro- 
duction—did it suffer in efficiency from 
a lack of unity of command? Or is the 
principle only operative where the rela- 
tions of the participants to one another 
are secondary rather than primary, i.e., 
is applicable only to those organizations 
whose operations are conducted ration- 
ally (formal organizations)? It can, of 
course, be argued that family decisions 





13 Robin M. Williams, Jr., American Society, 
(New York: Alfred A. Knopf, 1952), p. 45. 


14 Cf., Williams, ibid., p. 56, for the follow- 
ing discussion of the decision-making process 
in the typical family: “For any aggregate of 
persons becomes a real social group only by 
being identified as a unit, by sharing a com- 
mon set of experiences, and hence by sharing 
a common universe of meanings and symbols. 

. Not even in theory is the wife expected 
to render unquestioning obedience to her hus- 
band, much less in actual practice. The 
marriage relationship most commonly held up 
as a model is one in which joint decisions are 
reached. It remains true that general consensus 
still holds that in the last resort the husband 
should be ‘head of the house’, but it is felt that 
only in rare circumstances will ‘patriarchal’ 


rather than ‘democratic’ processes be desir- 
able.” 








considered individually are confused, 
inefficient and irresponsible but that they 
are rational in the aggregate. Or, the 
argument can be advanced that the 
purpose behind a continuing family re- 
lationship is the preservation of the 
organization and that the decisions made 
in the household are weighted as to the 
effect they have on this objective. From 
this, it follows that the family can be 
considered as having both a substantive 
and procedural-executory plan very sim- 
ilar to that of the formal organization. 
Because the family is usually limited in 
size and its members are not highly 
specialized, coordination is obtained 
largely through informal means. In 
other words, where the primary group 
relationships are present the organiza- 
tion can be said to act as one person. 


GROUP AUTHORITY BASIC 


From the analogy to the family, the 
supreme coordinating authority can be 
regarded as existing in either a single 
individual or in a group of people. This, 
in turn, indicates that there are two 
ways of analyzing authority. It can be 
regarded as having its locus in a single 
individual; this can be described as the 
technical or formal concept of organi- 
zation such as is typically conveyed to 
the mind in military organization; rela- 
tions among members are secondary, as- 
sociational, Gesellschaft. The other is to 
analyze authority from the primary, com- 
munal, Gemeinschaft approach; “where 
the members of a social aggregate hold 
ultimate convictions in common, there 
is a cohesion capable of overriding 
otherwise disruptive conflicts over scarce 
means-values.”!> This is the alter ego 
concept of the executive group; coordi- 
nation does not depend solely upon one 
individual but is shared in much the 
same manner as in the household situa- 
tion. Individual value systems are simi- 
lar and membership in the executive 
group is really a projection of the per- 
sonality of the peak coordinator; coor- 
dination is a product of group action.7® 

15 Williams, ibid., p. 343. 

16 R, A. Gordon, Business Leadership in the 
Large Corporation, (Washington, D. C.; The 
Brookings Institution, 1945), pp. 317-18, who 
makes the following statement about the char- 
acter of coordination in commercial organiza- 
tion; “When we speak of the ‘executive group’, 
the second of these two words needs to be 
stressed. The chief executive is the most im- 
portant single figure in the large corporation, 
but he is only one of a sizable body of pro- 
fessional managers who individually and col- 
lectively make the decisions and provide the 


coordination that gives unity and direction to 
the firm's activities.” 
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Implicit in the “executive group” con- 
cept are a number of interesting hy- 
potheses which can not be explored in 
detail here. If it is granted that coordi- 
nation can be secured as the result of 
group activity, then the traditional prin- 
ciple of the span of control as a factor 
limiting the size of the organization re- 
quires careful re-evaluation. One of the 
fundamental advantages of the large. 
formal organization, if the executive 
group concept is valid, is the replace- 
ment of the single individual as the su- 
preme coordinating authority by a 
group.!* To the extent that the formal 
group develops primary relations among 
the members problems of coordination 
will be further minimized.1* From this 


17 The concept of the executive group as the 
supreme coordinating authority of the large 
organization is best embodied in the General 
Staff concept. The following quotation from 
Major General Otto L. Nelson, National Se- 
curity and the General Staff, op. cit., p. 573, 
expresses current Department of the Defense 
doctrine about the role of the General Staff: 
“Thus, while the General Staff does not ab- 
sorb any of the prerogatives of command, it 
owes its existence to the fact that size and 
complexity of organization and the problems 
resulting make it physically impossible for any 
one person to do all the planning, coordinating, 
and supervising indispensable to intelligent 
command, To perform these tasks the com- 
mander of any large unit must have a General 
Staff which as a body acts as his alter ego, 
greatly enlarging his capacity to command but 
without taking away from him any of his 
attributes of command. Thus, the military doc- 
trine constantly emphasizes the fact that the 
General Staff officer has no right of command. 
Considering the General Staff-to be the com- 
mander’s alter ego does not preclude sensible 
specialization on the part of its component 
parts. Thus, there can be and there is con- 
siderable specialization in the performance by 
the War Department General Staff of its tasks 
of planning, coordinating, and supervising.” 


18J]n contrasting capitalism with state 
socialism the following point is developed by 
S. A. Lewisohn, Human Leadership in Indus- 
try, (New York: Harper and Brothers, 1945), 
p. 19; “In any particular enterprise a group 
is given a free hand to initiate, plan and exe- 
cute. In forming such groups, individuals are 
able to find congenial and like-minded part- 
ners, 

“One of the disadvantages of state socialism 
in this respect is that, in any particular ad- 
ministrative office, men are jumbled together 
who may not think or feel at all alike. Yet 
they must conform to the state pattern. Conse- 
quently, there is difficulty in achieving the type 
of executive initiative and teamwork that is 
secured under a decentralized capitalist or- 
ganization.” (Mr. Lewisohn is President of the 
Miami Copper Company and a past president 
of the American Management Association.) 
(Italics supplied) 

General Nelson, National Security and the 
General Staff, op. cit., p. 583, argues that the 
size of the General Staff should be limited: 
“For a general staff to function as the alter 
ego of the commandant and do for him many 
of the tasks which he would do for himself 
if time permitted, it is imperative that a gen- 
eral staff be a small, compact and intimate 
group.” 
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point o! view, the large organization ' 
can be « iaracterized as a more efficient 
adminis! 2tive structure than the small 
organiza’ ‘on that is oriented around a 
single in ‘vidual. At the very least, the 
tradition’! definition of coordination as 
an ambi\ alent concept-division of labor 
is posite’ as the basic factor in social 
progress while, at the same time, the 
intimate coordination that makes divi- 
sion of |:bor possible is held to depend 
upon ceriain strategically placed indi- 
viduals. 


CONTRADICTORY PRINCIPLES 


The development of large-scale or- 
ganizations has followed an historical 
pattern of continuing experimentation 
with structures and procedures to cope 
with the problems engendered by in- 
creasing size and attempting to insure 
the survival of the organization. Leader- 
ship in the technical and procedural as- 
pects of organization was transferred 
from the non-profit organization to the 
commercial organization as a result of 
the “scientific management” movement 
which dates back roughly to the turn 
of the century whereas the leadership 
in the sociological aspects of organiza- 
tion has remained with the non-profit 
organization. The theory of organization 
that has developed has not been built 
around any general frame of reference 
but has rather emerged as a series of 
principles of administration.1® Many of 
these principles contradict each other 
and have never been verified in any 
empirical way. Administrators have ap- 
plied those principles that were applica- 
ble to their own particular situation 
ignoring those that were contradictory 
to the ones applied. 

Despite the arguments of organization 
theorists, there is as yet no integrated 
body of theory because the “sciences” 
of organization and administration can 
be approached from any number of 
directions. Even a preliminary survey 
of the literature would require an exten- 
sive exploration and integration of such 
varied areas as anthropology, business 
administration, economics, education, 
history, law, philosophy, political sci- 
ence, psychology, and sociology. Such 
a task is beyond the “span of control” 
of any one individual. As a result, much 
of the theory of administration and 
organization is still in a very rudimen- 





19In Alvin Brown Organization of Indus- 
try, (New York: Prentice-Hall, Inc., 1947), 
Pp. 18, there are listed 96 “principles” of 
organization. 


tary stage of development and the re- 
sults of research in one field are often 
opposed to the results discovered in 
others. In practice, however, the leader- 
ship of an organization is confronted 
by an organization objective and has 
to mold around it a structure and a pro- 
cedure. With the increase in the size of 
organization, “rational experimentation 
with new methods” has been the prac- 
tice—procedures and structures have 
been adapted to the requirements of the 
situation employing those principles that 
carried the most weight. 

The reason why organization theory 
is a compound of so many paradoxes 
arises from the historical development 
of the social sciences. On the one hand, 
in many of the social sciences the im- 
portance of the individual has been 
stressed—in economics it appears as 
“economic individualism.” The division 
of labor results in specialization and the 
latter permits the individual to channel 
his abilities in whatever direction his 
desires may lie: “It is not enough sim- 
ply to note the fact that specialization 
is rampant in our society. We must note 
also the fact that in general it is believed 
in as a postive good.””° 


INTEGRATION VS. SPECIALIZATION 


Opposed to the principle of speciali- 
zation or differentiation in the organi- 
zation is that of integration. The simpler 
the organization the easier it is to obtain 
coordination yet the imperatives of sur- 
vival and growth demand the use of the 
large organization: “the extent of use- 
ful division of labor is intimately re- 
lated to the size of the establishment or 
complexity of the industry as a whole. 
Thus, as a general rule, the larger the 
concern, the greater the possible degree 
of specialization.”*! As the degree of 
specialization increases, common values 
are held to result in the splintering of 
the unit organization. Primary relation- 
ships tend to disappear and this, it is 
argued, mitigates against the usefulness 
of a continued differentiation of func- 
tion. 

The leadership of the non-commercial 
organization does not have recourse to 
the alternative of the market place as 
the basis for the construction of a sys- 
tem of coordination. The system of co- 
ordination must base its sole reliance 
on a structure and a procedure to im- 
plement the organization objectives. In 


20 W. E. Moore, Industrial Relations and the 
Social Order, op. cit., p. 65. 
21 Thid, p. 64. 


order to establish and maintain author- 
ity, the leadership of the organization 
will order the structure and the proce- 
dure so that it possesses the quality of 
predictability. Without predictability 
there can be no coordination and with- 
out the latter the “system of governance” 
perishes. The dichotomy of specializa- 
tion versus integration is not solved by 
seeking an optimum size of the organi- 
zation; rather rational techniques and 
structures are sought which will permit 
efficient expansion. 


SPAN OF CONTROL INVALID 


The gist of the argument advanced 
here is that the span of control is no 
longer a valid principle of organization 
in view of the advances that have oc- 
curred in those social sciences that relate 
directly to administrative theory. The 
emergence of the primary group concept 
leads logically to group coordination. 
The role of the chief executive becomes 
one of securing cooperation in the pur- 
suit of the organization objectives, i.e., 
he coordinates the efforts of the coordi- 
nating group. However, the institution- 
alization of the organization and the 
development of primary relationships 
among the members of the executive 
group together provide such a high de- 
gree of control that the area of effective 
supervision of the chief executive is 
much wider than that predicted by the 
span of control principle.*” 

Due to limitations of space, we have 
not attempted herein to develop the 
theories of permissive authority and 
substantive decentralization which are 
closely related to the concept of group 
coordination. Substantive decentraliza- 
tion is defined in its application to the 
commercial organization as a return for 
control purposes to the price mechanism 
with the efficiency of the substantively 
decentralized divisions measured on a 
profit and loss accountability basis. In 
the non-commercial organization, sub- 
stantive decentralization is probably 
dependent on the adoption of a system 
of performance budgeting. In a later 
analysis, an attempt will be made to 
relate the widened span of control to 
the theories of permissive authority and 
substantive decentralization. e 


22 For additional evidence on this point, cf. 
C. L. Shartle, “Leadership and Executive 
Performance”, Personnel, (March, 1949), pp. 
370-380: John M. Pfiffner, “The Third Dimen- 
sion of Organization”, ibid., (March, 1952), 
pp. 391-399 and James C. Worthy, “Organiza- 
tional Structure and Employee Morale” Ameri- 
can Sociological Review, (April, 1950), pp.. 
169-179. 
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Money As An Industrial Cure-All 


Have some managers created the tail that literally wags the dog with 
their set conviction that money can solve all personnel problems? 
Arguing that financial incentives are far down on the list of employee 
motives, citing cases where grievance due to other conditions are 
often disguised as financial, holding that management's attitude may 
encase bargaining in a financial strait jacket, the author suggests 


other ways for management and employees to reach an understanding. 


HE new Ford and General Motors 

contract settlements appear to support 
the contention that “the country has 
gone money-mad.” But the implications 
and basic motives leading to such de- 
mands are more subtle. For years indus- 
trial employees have fought a battle for 
living wages. And their efforts have been 
so successful that every job today offers 
an atractive standard of living. 

None of the individuals or groups 
who formulate the pattern and policy of 
wages and salaries is ignorant of the 
effects of general increases. The advan- 
tages to any individual or group are in 
the differentials of wages or salary 
which it attains for itself. So an increase 
which becomes too widespread is merely 
theoretical progress. The interest of all 
concerned, therefore, is to stabilize their 
gains on a relative basis. 

After the tremendous wage rate adjust- 
ments of the war years, compensation 
demands matured and a shift of em- 
phasis became apparent. First it took 
the form of demands for pensions and 
other benefit plans. And now negotia- 
tions are aimed directly at stabilization 
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and security, through guaranteed annual 
wage programs. 

Guaranteed annual wage plans and 
other security and benefit programs are 
an invitation to industrial management 
to long-range financial planning. And, as 
Walter Reuther indicated, these should 
focus thought and effort on stabilization 
of markets and production. 

The outlook of management which a 
few years ago believed that all personnel 
problems could be solved through com- 
pensation, has created the tail that liter- 
ally wags the dog. It is interesting to 
see how this has come about. 

When narrowing profit margins sig- 
nalled the need for management replan- 
ning there were four obvious alterna- 
tives to solving the problem: general 
cut-backs; reduction of wages and sala- 
ries; specific retrenchments; or more 
long-range development through analy- 
sis, replanning, and diversification. 

Among operating executives who 
elected economies in wages and salaries, 
many were appalled at the lack of co- 
operative response among wage earners 
and salaried personnel. Some firms re- 
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ceived demands for increased compen- 
sation, even in the face of corporate 
crisis. Concerns which made cuts in 
wages and salaries met resistance, turn- 
over, and decreased productivity. Sev- 
eral chief executives remarked on the 
lack of worker loyalty and the center- 
ing of employee interest “solely in the 
paycheck.” And many of these were the 
same leaders who, a brief time before, 
concluded that all discontentment could 
be cured by increases in wages; their 
theory, therefore, seemed to be borne 
out. 

But this was an erroneous conclusion, 
and like most such generalizations, it 
could be bad for a company’s outlook 
and well-being. Investigation, analysis 
and introspection show that the problem 
is by no means as superficial as this. 
Nor is it chronic or insoluable. Har- 
monious human relations are the result 
of sound philosophy, effort, and prac- 
tice. And lack of mutual comprehension 
and flexibility signals an unhealthy con- 
dition in which the need for appraising 
and re-evaluating basic objectives and 
provisions is indicated. And sometimes 
the very nature of such misconcepts is 
the key to corrective possibilities. 

Human relations must start with de- 
termining and providing what employ- 
ees want and need. Unfortunately, this 
purpose often is not clear in the pro- 
grams through which human relations 
is administered. Programs and provi- 
sions vary in type and nature, follow- 
ing the dictates and demands of line 
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nent or the special qualifications 


mana 

and in crests of industrial relations off- 
cials. Since these influences, in effect, 
formulite the purposes, ramifications, 
characiristics and limitations of com- 
pany }:ograms, whether or not an in- 
dustria! relations program is achieving 
its objectives can only be measured in 
these terms. If, then, the objective is 


too narrow to adequately serve the com- 
pany’s best interests, it is inevitable that 
the program, also, will be too narrow. 
Or, in other words, a program may be 
effective within the confines of its ob- 
jectives and still be inadequate for com- 
pany needs and problems. 

The objective of some such programs 
may be given as “the providing of a 
workplace which attracts and retains 
employees who have suitable attitudes, 
character and qualifications for har- 
monious production.” But this is not 
enough. This objective may be fulfilled 
but desired results still not accomplished 
until public and community relations 
have been amply propagandized through- 
out the area from which employment 
candidates are to be secured. 


BROADENING RESPONSIBILITY 


Thus we have an indication of the 
need for public and community rela- 
tions. For media outside the company 
—as well as the interest and participa- 
tion of non-company people—are neces- 
sary to make it work. Then, when the 
adequate climate and comprehension 
have been established, there is still the 
problem of ensuring that the requisite 
basic, pre-employment training and 
skills are available in the labor market. 

Once persons are employed, it is ob- 
viously necessary to do more than give 
them money. They must be given incen- 
tive, challenge and stimulus to expend 
more than a modicum of effort and to 
enhance the skills and abilities which 
make them promotable. 

In other words, the successful human 
relations program combines the partici- 
pation of many people of diverse inter- 
ests. And the key to industrial relations 
accomplishments is in the attitudes, in- 
terests and practices of line managment. 

The initial concept of industrial rela- 
tions as a strictly service function has 
necessarily broadened to become an es- 
sential philosophy for all general man- 
agement. No longer an isolated facet of 
operations with specific campaigns and 
assignments, it is a practicing technique 
for all phases of executive and super- 
visory activity. 

For these reasons it is of twofold im- 


portance that objectives be known and 
understood by all supervisors and execu- 
tives, regardless of their primary tech- 
nical responsibilities. Such general un- 
derstanding is necessary before the 
outlook of management can be broad 
enough to encompass the potential con- 
tribution of human relations programs; 
characteristically, no more will be noticed 
than is demanded or expected. The mod- 
ern concept of human relations practice 
directly involves the manner and mien 
of employees at all levels, and super- 
visors and executives share in its pro- 
mulgation. 

Human relations administration there- 
fore cannot be relegated to the efforts 
of a limited professional staff. To the 
contrary, it is a measure and large share 
of the responsibility of all, merely under 
the technical guidance of the industrial 
relations department. 

Erroneous conclusions as to employ- 
ees’ real motivations have created a fear- 
ful monster. To cope with it, manage- 
ment must reflect on its over-all dimen- 
sions and meaning, and must understand 
the part which they themselves have 
played in its creation. For from this un- 
derstanding comes appreciation of what 
employees really want, what their mo- 
tivations and meanings imply. And in 
this there are patterns for solving prob- 
lems to the best interests of all. 

Since the objective of human relations 
programming is to create provisions and 
an atmosphere which will influence em- 
ployees toward efficient, harmonious and 
productive accomplishment, it is first 
necessary to diagnose and understand 
the basic attitudes and interests of em- 
ployees. And in such an investigation, 
there are certain obvious and inevitable 
guideposts which delineate the role and 
responsibility of the industrial relations 
staff from that of operating manage- 
ment. Perhaps through it a company 
can broaden the scope—and thus the 
measure—of employee interest and work 
satisfaction. 


MONEY AS A BASIC MOTIVE 


To understand basic motivations, it 
is necessary also to take into account 
influences—or “training’”—and to go 
deeper than the superficial appearance 
of employee relations problems. Those 
who subscribe to the theory that com- 
pensation is the paramount interest of 
employees are dealing with superficial- 
ities, and will find authoritative conclu- 
sions to the contrary. For example, the 
National Industrial Conference Board 
years ago conducted research into em- 


ployee wants. Their conclusions, like 
those of the more recently published 
findings in the United States News, 
ranked money low—about seventh—in 
the objectives of workers at all levels. 

Unrelated grievances often are masked 
in financial guises. One illustration is 
found in demands made by a group of 
women in Company A for a wage ad- 
justment. Management knew that wage 
rates for this department were equitable. 
But, believing in the doctrine of finan- 
cial interest and appeasement, they were 
prepared to grant it. 

Fortunately, an astute union repre- 
sentative reminded management that 
eight potential demands of a similar 
nature were outstanding, and that favor- 
able action on this grievance would make 
the others valid. So unusual care was 
taken to explore justification of the de- 
mands. 

The answer was found in the unrest 
and poor health of the group. Structural 
and process changes in an adjoining de- 
partment had incurred new health haz- 
ards. These, in turn, had resulted in 
increased illness and absenteeism. And 
the constant discomfort under which 
these women were working caused them 
to be irritable and to complain; their 
general dissatisfaction was misconstrued 
as financial. 


MONEY NOT A SOLUTION 


More often the fallacy of economic 
interpretation is less clear; many execu- 
tives have been guilty of ignoring other 
signs, and trying to solve problems sole- 
ly through compensation adjustments. 
For example, one firm which faced labor 
shortage and a high rate of absenteeism 
offered a bonus for perfect attendance. 
Over a period of time, the pattern 
of absenteeism remained virtually un- 
changed; former absentees and “offend- 
ers” were unaffected; the majority of 
bonus payments were made to people 
who normally maintained perfect rec- 
ords of attendance. The real fault lay 
in the fact that daily and weekly work 
schedules were excessive in this particu- 
lar concern. To cut down on absenteeism 
and substantially increase production it 
was necessary to reduce the hours of 
work. Here again, simply money was not 
the answer. 

This type of experience was especial- 
ly common during the war, although 
causative factors often varied. Shopping 
problems, home and domestic problems, 
general dissatisfaction, each were para- 
mount in different situations. Yet, though 
these factors were well known to the 


[5 









workers themselves, the hit-or-miss util- 
ization of financial panaceas were con- 
tinued by an oblivious top management. 
And in so doing, management has led 
employees to think in financial terms, 
rather than job problems and work 
satisfaction. 

Inevitably the weaknesses of this ap- 
proach are demonstrated in long-range 
ineffectiveness. But over a period of 
years, this has led to a situation which 
is far more important, basic and far- 
reaching than simple ineffectiveness. For 
management has been emphasizing a be- 
lief in money exclusiveness. Whatever 
excessive money interest does currently 
exist among employees inevitably is due, 
in part, to managements’ credo of com- 
pensation as the crux and solution to 
all human relations problems. It is the 
effect of this thinking that we are feeling 
so acutely today. 

Some executives are prone to blame 
their failures in human relations on 
unions or unionism. They say, for ex- 
ample, that union membership “implies 
a division of loyalty,” or that union in- 
fluence, emphasizing money demands, 
causes company-employee relations to 
settle into a merely financial affinity. 

Worker affiliations should not run con- 
trary to the interests of an employer. 
And certainly trained union representa- 
tives believe in the principle of profit- 
able operation; therein lies the security 
and well-being of their members. So it 
can be generally assumed that the prin- 
ciple of unionism—and its usual appli- 
cation—is not in conflict with company 
operation or with employee loyalty. 


THE INFLUENCE OF UNIONS 


There are other factors in the em- 
ployer-employee relationship in which 
unionism is vastly more significant. For 
example, collective bargaining often 
degenerates into an argument in which 
both “sides” endeavor to reach mutual 
accord on “what the traffic will bear.” 
Actually it is often management which 
exerts the greatest influence toward mak- 
ing compensation arbitrary and abstract 
—unrelated to the profit picture. Yet 
the industrial leaders who believe most 
heartily in divorcing wage rates and job 
pricing considerations from company 
income are often the ones who are the 
most disillusioned by workers’ inability 
to comprehend the wage-profit correla- 
tion when used as a foundation for cur- 
tailments. A surprising percent of indus- 
try line management endeavors to main- 
tain compensation on an abstract and 
arbitrary basis. This, like the current 
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misunderstanding of the change from 
“cash” to “security” demands, is one 
of the most serious forms of under- 
estimating employees, and of “talking 
down” to them. 

There is another aspect of company- 
employee relations which must be borne 
in mind when evaluating money inter- 
ests of employees from among the top- 
most demands of the union. First, of 
course, is the fact that the widest range 
of decisions affecting employees still 
remain the prerogative of management. 
So the emphasis on economic issues by 
the union is based on the fact that the 
union has a much narrower range of 
management responsibilities under its 
bargaining jurisdiction. But also it has 
been historically true that agreement 
can be reached between union and man- 
agement on compensation matters much 
more readily than on other factors com- 
ing under mutual discussion. Probably 
this is due to the fact that they are 
specific and can be more easily dis- 
cussed and decided. 


SOME NEUTRAL INFLUENCES 


Communication, representing the 
clearest means for divining employees’ 
real wants, serves well to indicate the 
error of omission. In a sense, a good 
communication program enables the em- 
ployer and employee to take each others’ 
pulse. Communication between employ- 
ees and management has been widely 
accepted as the instrument for establish- 
ing and maintaining mutually pleasant 
and profitable work relationships. And 
there is considerable deference paid 
to the admonition of specialists, that 
such a program must undergo a long 
period of assimilation and development 
before becoming fully effective. Never- 
theless, when there is need for quick 
stimulation of the workforce, many com- 
panies decide in favor of immediate fi- 
nancial incentives, without adequately 
exploring the reasons underlying apa- 
thy, turnover, or lack of employee effort. 

Or, in adopting “new communication 
programs,” relatively few concerns carry 
through with the ideology and philoso- 
phy of the plans they have devised. 
Company B obtained the services of a 
well-known marketing specialist, whom 
they designated as vice president in 
charge of communications. They ap- 
proved a fantastic budget, and author- 
ized their new official to staff his depart- 
ment with high-priced, well-qualified 
public relations and journalistic person- 
nel. What actually they had approved 


was a program of propaganda, rather 
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is 
Chapter Membership 
Standings 
as of October 1, 1955 

New York ............ 398 Puerto Rico ..... 67 
No. New Jersey..348 Sacramento 67 
Philadelphia ......342 Knoxville oe 
Cincinnati ..........296 Trenton- 
Chicago ............ 285 Delaware Val, 65 
Cleveland .......... 257. Columbus ........ 64 
Lancaster ........ 253. Alabama .......... 63 
Pittsburgh ..........234 Providence . 83 
re 198 Reading .. 61 
Co, Ee: 190 Hartford . _ 
Washington ......185 Central Penn. ... 53 
San Francisco ...158 Calumet .......... 52 
Milwaukee ........152 Charlotte 47 
POUS sisceceseseeseie 141 Clearing ............ 47 
Los Angeles ...... 133. West. Mass. ...... 46 
Worcester ......... 125 Greenville . . 44 
Indianapolis ...... 122 Central N. Y. .... 43 
Western N. C.....111 = St. Louis . 4i 
Raritan Valley .107 Lehigh Valley ... 4) 
New Haven ........ 98 Twin City . 40 
Hudson Valley .. 96 Fox Valley 36 
Binghamton ........ 95 New Orleans ..... 36 
Montreal ......... .95 Athens .. aan ae 
Greensboro ........ 93 Madison ... 3 
Kansas City ...... 90 Nashville . . 30 
Baltimore .......... 89. Northeast. Penn. 30 
Dayton ............. . 86 Portland .. io ae 
Richmond .......... 72 Louisville . 20 
Wilmington ........ 71 = Stamford ............ 17 
Georgia ... TL Non-Chapter ....108 
Bridgeport .......... 71 Non-Resident .... 81 

















than communication. 

Line executives were absolved of fur- 
ther responsibilities for communication. 
For the staff of the new department 
prepared, addressed and mailed excel- 
lent journalistic gems routinely to the 
homes of workers, supervisors, execu- 
tives, priests and police. And it took 
two years to find that these fine commu- 
nications were drab, uninteresting and 
unrelated to the employees for whom 
they were intended, whose actual ques- 
tions and information needs they ig- 
nored. Furthermore, they were extreme- 
ly harmful to the status of line execu- 
tives and supervisors, whom they by- 
passed. 

Company C, on the other hand, in- 
stalled a less costly program which inte- 
grated and coordinated training, meet- 
ings, recreation and written media with 
research, and utilized the efforts of peo- 
ple in every strata throughout its plants. 
Its success emanated from the principle 
that communication programs must be 
based on diagnosis of information needs, 
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and mu: so stimulate the participation 
of emp|: .ees at all levels that communi- 
cation |! comes a working instrument 
for all. .' seems so relatively simple to 
formula! decisions on the basis of prec- 
edent an. procedure that we often ignore 
the real {actors for conclusions and deci- 
sions, in an effort to expedite and hurry 
results. 

In spite of the excellent research which 
has beer: conducted into employee mo- 


tivations it would, of course, be possible 
to assemble isolated bits of information 
to confirm or deny the fact that money 
js the paramount stimulus. Surveys them- 
selves are not infallible; they may be 
unintentionally designed in a manner 
which does not give depth to findings, 
or adequate investigation of alternative 
conclusions. However, through research 
and logical analysis there is frequent 
and widespread substantiation for the 
fact that “money” is normally a second- 
ary reaction; or it is something selected 
as a demand or reason when facts per- 
taining to unrest are obscure, seem rela- 
tively unimportant, or are of a nature 
which do not appear negotiable or on a 
sround for mutual accord. 


VARYING MOTIVATIONS 


Company D is a steady employer, lo- 
cated in an area principally populated 
by seasonal industries and concerns in 
which strikes, unrest and dissatisfactions 
are rampant. Fifty percent of its appli- 
cant file is taken up by well-paid key 
personnel of other local companies. Care- 
fully questioned on their reasons for 
wishing change, these people indicated 
a search for job security. To many of 
them the change would mean monetary 
sacrifice and lack of promotional possi- 
bilities for as long as ten years. 

Security ranked unusually high among 
workers’ interests in this area. But this 
does not in any way belie the research 
findings which indicate security as a 
much lower-rated worker motivation. 
Instead it illustrates the degree to which 
the normal pattern of employee objec- 
tives can be influenced by outside con- 
ditions. 

In the case of Company D, the motiva- 
tions were direct, reasonable and under- 
stood. The management of Company E, 
on the other hand, faced a somewhat 
more obscure problem when a poll of 
worker opinion indicated a surprising 
dissatisfaction with wage and salary 
rates. In fact, the personnel of this con- 
cern were among the highest paid in 
the community. Benefit plans compared 


more than favorably with those of com- 
petitive firms. 

Results of further study showed that 
employee restiveness stemmed from poor 
internal personnel practices. Dissatisfied 
workers—‘shopping” for new jobs— 
reached erroneous and unfavorable con- 
clusions with respect to their pay plans 
and rates. Nevertheless, the basis for 
adverse attitudes did not emanate from 
monetary considerations, but because 
the wage and salary administration pro- 
gram was informal, poorly defined, and 
little understood. Wage and salary rates 
became a common denominator which 
employees felt they could most readily 
compare. 

Conversely, the personnel of a compe- 


titive company in this same community ~ 


indicated satisfaction with existing rates 
—or, more accurately, lack of active 
awareness of rates paid and differentials 
at other local establishments. The fact 
that their wage and salary rates were 
substantially lower than those of com- 
petitors did not come under scrutiny. 
For workers were basically satisfied 
with personnel practices, company rela- 
tionships, and the clear and comprehen- 
sible programs of promotion and wage 
and salary administration. The crux was 
that they respected their bosses, and be- 
lieved in their fairness—a belief which 
could not have been inculcated through 
the efforts and activities of a staff de- 
partment of industrial relations special- 
ists, working independently and apart 
from line management. 

Management often unfavorably com- 
pares the output, performance and atti- 
tudes of present-day workmen with those 
of twenty-five or thirty years ago. But 
within that era there have been funda- 
mental changes. Technological improve- 
ments have increased the need for 
skilled employees. So, to keep pace, se- 
lection standards have been continually 
revised in order to secure and develop 
men and women with greater technical 
competence. 


THEN AND NOW 


Although these more exacting require- 
ments have been reflected by a compara- 
ble rise in compensation, this alone does 
not alleviate the problem which has 
been created. These new skills demand 
a higher level of training and education. 
And naturally the revised thinking of 
this type of employee includes greater 
awareness of company benefits, of job 
stimulus and incentives, and of non-fi- 
nancial compensation, as well as money 
itself. 


This fact is both a bane and blessing. 
Bane because employee effort and out- 
put are inseparably associated with mu- 
tual understanding. Blessing because 
competitive and technological advance 
ties success more concretely to thought- 
ful productive effort. In any event, there 
is created by this more exclusive selec- 
tivity a debt for closer equality—which 
means that company integration and. 
communications through industrial rela- 
tions are indispensable, not just tax de- 
ductions, embellishments or academic 
theories. And they must reflect the man- 
ner and mien of all those who direct 
the efforts of the “do-ers.” 


CONCLUSIONS 


Peter F. Drucker, recalls a depression 
thesis of General Wood of Sears-Roe- 
buck—that there is an absolute mini- 
mum income on which an employee can 
live. Wages below that minimum are 
contrary to public interest. It, therefore, 
behooves managers to make higher wages 
an opportunity to bring about better 
performance at lower costs—through 
better selection and training of employ- 
ees, through lower turnover and higher 
productive effort. 

Below this amount, the relative inter- 
est of workers in money is necessarily 
heightened and distorted. But allowed 
to follow the natural pattern, compensa- 
tion alone is not the uppermost motiva- 
tion. It is important, therefore, that man- 
agement neither create unusual money 
motivation, nor reflect by their decisions 
and attitudes that compensation is the 
only ground for mutual understanding. 

The superior training and education 
which is demanded of the present-day 
workforce has eliminated the margin of 
social distinction between management 
and white- or blue-collar subordinates. 
To think differently is to interpose an 
unreal demarcation which ultimately 
leads to fallacious judgments of the 
wants and motives of employees. 

Loyalty, work stimulus, incentive to- 
ward effort, and the progressiveness of 
ideas hang in the balance. For as com- 
petition becomes keener, it will be in- 
creasingly apparent that corporate profit 
and security require the thoughtful ap- 
plication of employee effort. And this 
can be achieved only through the mutual 
understanding that is found in mental 
and social equality, and the free-flowing 
interchange of ideas, opinions, and ob- 
jectives. e 


1 “Responsibilities of Management”, Harpers 
Magazine, Nov. 1954; pp. 67-72. 
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Why Must Management Measure? 


We used to look only at what the record showed before making impor- 
tant business decisions. Today we must also forecast the next ten years 


on the basis of additional measurements. 


If we wish to narrow the margin of error of our measurement of man- 
agement functions, we must broaden our own measurement horizons. 
An executive of the future is one who has learned how to gauge today 
the potential talents and effectiveness of managers in various functions. 





Progressive management is faced with the urgent necessity of measuring 


these functions against modern standards. 
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Who Dares to Sit and Read? 


Memos, reports, letters, pamphlets, magazines, books! How many 
hours a day do you have to read these in order to get your work done 
and keep up in your field? The factors which retard reading are ana- 
lyzed — the number of fixations, and the extent of regression and sub- 
vocalization. A way to improve your critical reading is given and a 
selected bibliography if you wish to better your reading ability. 


N OUR day the people who do the most 
| important jobs are those who spend 
a considerable portion of their time sit- 
ting and reading. Businessmen and in- 
dustrialists, statesmen and scholars sit 
at desks and manipulate journals, re- 
ports, and papers. Researchers and tech- 
nicians sit at tables and benches and 
have their data and schedules before 
them. Many of these people sit and 
write accounts of their work and experi- 
ence for readers who in turn sit and read 
their reports, articles, and books. 

To keep abreast of new developments 
and to help mold the future of his so- 
ciety, the intelligent person must read. 
Reading is the one process which can 
feed the mind rapidly and continuously 
with clear, well-rounded ideas. Actually, 
reading is the most intense mental activ- 
ity of which the human being is capable 
since more ideas are taken in and evalu- 
ated per minute in this activity than in 
any other. 

If so much depends upon the act of 
reading, why don’t Americans read more 
—and better? No doubt there are many 
reasons. One reason is that many peo- 


ple have come to rely upon radio and 
television as sources of information. But 
to date these media have provided little 
better than a sketchy outline of devel- 
opments in world affairs. Another rea- 
son lies in the persistence of the frontier 
tradition. In their unceasing drive for 
physical activity many Americans be- 
have as though the old frontier still 
existed. Certainly it is accepted and pop- 
ular to be the kind of person who does 
things which have immediately tangible 
results. But the new frontier is that 
of social relations and of technological 
change, and the need is for persons who 
temper action with understanding and 
sound judgment. To meet the challenge 
of this new frontier, one must have the 
courage and the stamina to sit and read. 

In literate America the problem fac- 
ing most adults is not to learn how to 
read but to do a more efficient job of 
reading. Reading is a habit and a skill, 
and better reading habits are the result 
of improved skills. In reading, as in 
other endeavors which require the devel- 
opment of skill, there are principles and 
techniques which, if understood and ap- 


By Louis J. Cantoni 
General Motors Institute 
Flint, Michigan 


plied, can help the individual. Let us 
look at some of the most important of 
these. 

Reading is no more instantaneous 
than thought is instantaneous. It takes 
time to think, to make associations. With 
education an individual’s thinking proc- 
ess can be smoothed out, speeded up. 
Associations come surer, faster. But 
thinking can actually be obstructed by 
the special demands which reading 
makes upon thinking. Better reading 
habits acquired through training and 
practice sharpen the thinking which 
should accompany reading. 

Often the poor reader is an individual 
with emotional problems. This is not to 
say that becoming a better reader auto- 
matically resolves personal problems. 
Nor is the reverse true—that the reso- 
lution of emotional difficulties automati- 
cally enhances one’s reading ability. But 
it can be argued (and there is plenty 
of proof to substantiate the claim) that 
when an individual wants to be a better 
reader, attempts to incorporate the nec- 
essary principles and techniques, and 
also tries to recognize what role per- 
sonal reasons play in his undesirable 
reading habits, then he can begin to 
read faster and with better comprehen- 
sion. 

It is generally believed that the more 
intelligent people are naturally the bet- 
ter readers. Recent studies, however, 
have shown that many intelligent peo- 
ple are actually mediocre readers. It is 
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purely a matter of not having the read- 
ing skills. Before training, our method 
of taking thought from the printed page 
is based upon habits established in the 
first six or eight years of schooling. 
Many mature, intelligent people are still 
using reading habits established at the 
sixth grade level. 


THE FIXATION 


Reading is done in a series of separate 
momentary stops or glances across a line 
of print. These brief pauses are called 
fixations. A reader with grade-school 
habits fixates seven or eight times across 
a twelve- or thirteen-word line. He is 
doing a “middling” job and his reading 
rate may range from 200 to 250 words 
per minute. After training and practice 
spread over a period of several weeks, 
the same reader can make better asso- 
ciations of ideas with three, and perhaps 
two, fixations across a typical line of 
print—with a resultant reading rate of 
400 to 600 words per minute. 

The trained reader plunges into the 
printed page—using a rhythmic fixation 
pattern, taking in meaningful groups of 
words, swinging economically from one 
line to the next—and gets out. Why 
dawdle over half-ideas? What is desired 
is a clear perception of the author’s 
thought, whether informational, critical, 
or merely amusing. The efficient reader 
puts greater purpose into his speed and, 
as a result, has better comprehension of 
the material. 

To regress means to travel again over 
ground already covered. In reading, a 
regression may be made to the last word 
or phrase seen, or to a portion of print 
which was seen sentences, paragraphs, 
or pages ago. Valuable reading time is 
lost in regression. Beyond this, it is a 
sure indicator of faulty comprehension. 
Checking back is very often an admis- 
sion that the vital flow of the writer’s 
main idea has been lost. 

Why do people regress in reading? 
There are at least two important rea- 
sons. 

The first stems from lack of vocabu- 
lary adequate for the type of reading 
at hand. It takes a systematic attack to 
increase one’s word power. If we are 
trying to produce new ideas, we are 
always reaching for new words with 
which to express them. In reading re- 
lated to our work, whether memos, di- 
rectives, or journals, we have an oppor- 
tunity to learn new concepts and new 
words that help us toward improved 
job performance. Off the job, as we read 
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for relaxation and enjoyment, we can 
easily enrich our general vocabulary by 
making a mental note of unusually ex- 
pressive words and phrases. Some books 
on vocabulary building provide a de- 
lightful change in our pleasure reading 
bill-of-fare. 

The second main reason for regres- 
sion is lack of confidence in one’s ability 
to sweep through the author’s sentences 
and to come out with a clear definition 
of his ideas. Are you the kind of person 
who glances back at the cashier’s win- 
dow after cashing a check, just to make 
sure you didn’t leave one or two $10.00 
bills? Do you bang the mail box cover 
several times, checking each time to be 
certain the letter dropped? After setting 
the clock for 6:30 A.M., do you, just 
before dozing off, reach over to test 
whether the alarm plug is out? Some 
of this compulsive regressive behavior, 
innocent enough in itself, may be carry- 
ing over into your reading habits. 

It is flattering to the ego to know for 
sure what one is doing when one is 
doing it. Being absent-minded is no joke 
—it’s time-consuming and confidence- 
destroying. In reading, matching the 
author thought for thought in the logical 
structuring of his ideas pays off in in- 
creased self-esteem as well as in better 
comprehension. 


READING AND VOCALIZING 


When we first learned to read, the 
best progress check the teacher had was 
to make us say the words aloud. This 
practice served its purpose well in the 
early grades. With some adult readers, 
however, the habit has persisted, and 
for them the saying of the words is 
synonymous with getting meaning from 
the words. A person who actually whis- 
pers the words to himself while reading 
privately is said to be a vocalizer. 

Most people do not move their lips 
and vocalize while reading. Yet for 
many readers the old habit of reciting 
the words has not been completely elimi- 
nated. The practice of bringing some 
part of the voice-producing mechanism 
silently into play is called sub-vocali- 
zation. 

Even for those who have ceased to 
use the musculature of the voice-produc- 
ing mechanism either in vocalization or 
sub-vocalization, reading may be slowed 
down by the necessity for mentally hear- 
ing oneself say the words before the 
meaning can be grasped. 

An out-and-out vocalizer is in a primi- 
tive stage of his possible development 
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toward efficient reading. A vocalizer segs 
and reads one word at a time. His rate 
rarely exceeds 200 words a minute. Hig 
comprehension creeps along with his 


rate, jerky, unsure. 

Sub-vocalizers and auditory readers 
may attain good rates with good com. 
prehension, but the reading activity 


tends to remain something of a chore. 
The need to rely on incipient or atten. 
ated movements in the throat, and the 
need to hear oneself say key words and 
phrases, slowly but surely induce phys. 
ical fatigue. 


CRITICAL READING 


No one need remain in the childhood 
stage of his reading ability. Visual read. 
ing helps unleash thinking power. An 
extension of the brain, the eye is capa- 
ble of communicating ideas directly to 
the mind without the drag of physical 
concomitants. The visual reader does not 
read words or phrases. He reads ideas, 
The amount of material which he takes 
in with one fixation is necessarily large. 
His rate of reading is necessarily fast. 
He does not have to regress. And be- 
cause his attention is focused on the 
author’s thought, his comprehension is 
necessarily good. 

An article or report may appear to 
be perfectly straightforward and fac- 
tual. Sooner or later, however, a writer 
will begin to suggest his personal view- 
point, his sense of values, his bias. Cri- 
tical reading demands that we keep a 
vigilant eye on an author’s value judg- 
ments. We must apply to those judg- 
ments the test of our own knowledge and 
experience. 

Here is a three-step method that can 
aid critical reading. The more concious- 
ly it is applied, the more valuable it 
should prove. First, what is the problem 
that the author is concerned about? 
Many times the title itself is a clear 
indicator. When this is not the case, the 
first paragraph or so should reveal the 
nature of the problem at hand. 

Second, does the writing stand the 
test of any pertinent questions which can 
be raised? To ask these questions the 
reader has to think about the problem 
presented by the writer. 

And third, how valid are the author's 
conclusions? If the problem has been 
treated fairly, the reader should find 
that his questions have been answered. 

In short, critical reading requires that 
the reader satisfy himself on three 
scores: (1) the nature of the problem, 
(2) the author’s views on the problem, 
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and (3) ~1¢€ 
the autho’’s solution to the problem. 


If a reade: has read carefully, question- 
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KELLY AND THE NEW FRONTIER 


Poor reading habits can become the 
oreat obsiacle in the path of one’s per- 
sonal growth and advancement. Take, 
for example, a supervisor whom I have 
known. liay 
young foreman. His outstanding per- 
formance as a foreman led some of the 
top management people at his plant to 
believe that he would go far in the or- 


Kelly was a promising 


ganization. It was not very long before 
he had his big chance. He was less than 
thirty years old when he was promoted 
to superintendent. 

As a foreman Kelly had been efficient, 
resourceful, creative. He had a pleasant 
way with everyone, and people looked 
to him for leadership. He was conscien- 
This trait was 
shown, for instance, in his attitude to- 
ward any written material given to him. 
He would take reports or directives 
home to read said, he 
couldn't waste valuable company time 
just sitting around reading. 


tious about his work. 


because, he 


In his new job as superintendent Kelly 
was suddenly confronted with a vast ar- 
ray of written material with which he 
was expected to become familiar. The 
sheer bulk of the stuff made it absurd 
to think of carting it all home to read. 
Being conscientious, Kelly felt that he 
had to read every word of every com- 
muniqué that came across his desk. He 
read so slowly that the process became 
a kind of endless torture. 

He got to hate the mountain of mate- 
tial which beset him daily. In an effort 
to try and catch up, he closeted himself 
in his office for days at a time, seeing 
no one. He had no time for creative 
work of his own. Finally, in desperation, 
he shoved aside all of the written matter 
and tried to do his job without looking 
at any of it. He pulled several rather 
serious blunders because he was ignorant 
of facts which were lying unread in 
correspondence on his desk. He had 
been on the new job a few months when 
his superior talked with him and pointed 
out that he was failing as superintendent. 

Kelly’s boss wanted to help him. In 
discussing the problem it became ap- 
parent that Kelly’s poor reading was 


basic to his difficulties. At first Kelly 


was embarrassed to admit to so elemen- 
tary a deficiency—of course he could 
read! But at his superior’s insistence he 
enrolled in a program of reading im- 
provement. 

With the stimulation of such a pro- 
gram, Kelly was able to more than dou- 
ble his reading rate in a few weeks. He 
learned to vary his reading speed, to 
read critically, to skim, to scan. As time 
went by he lost his dread of the daily 
pile of reports and memos. He scheduled 
a part of his day for what he now recog- 
nized as a vigorous and challenging 
phase of his job—reading. 

Even without the unquestioned ad- 
vantages of a good course in reading 
improvement, anyone with sufficient in- 
terest can do a great deal toward better- 
ing his own reading ability by using one 
or more of the many fascinating books 
on the subject. Center’s palatable book 
is aimed at helping people “to read with 
intelligent delight.” Lewis’ popular 
book “has been tested clinically.” Witty’s 
comprehensive text “tells you exactly 
how to become a better reader.” Brown’s 
workbook of mature readings and com- 
prehension checks “is intended to help 
you develop that reading efficiency so 
important in college and long after- 
wards.” And, to mention one manual 
devoted entirely to vocabulary building, 
Funk and Lewis’ inexpensive Pocket 
Book “is planned to enlist your active 
cooperation.” The complete titles of 
these books appear in the appended 
bibliography. 


IN CONCLUSION 


Men like Ray Kelly have discovered 
that today, in the important jobs, infor- 
mation and ideas are gained chiefly 
from the printed page. While the early 
manufacturers of the horseless carriage 
had only to talk with colleagues—and 
competitors—to keep up with the latest 
ideas in the budding automotive field, 
modern industrialists not only must ac- 
quire a vast fund of knowledge but also 
must read professional and trade jour- 
nals to keep up with current develop- 
ments. Without effective reading skills 
it is practically impossible for one to 
gather the ideas which are needed to 
solve problems that arise both on and 
off his job. The new frontier is that of 
technological change and of social rela- 
tions, and the people who are free to 
achieve to the limit of their own natural 
abilities on this frontier are those who 
dare to sit and read. e 
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Figures and the Manager 


Is the accounting function operating in your company to the limit of 
its capacity and utility? Here is a description and review of all of the 
many vital and useful activities accounting can perform in a company, 
both in historical terms, such as methods or system design, preparation 
and verification of statements and restatements, comparison and 
analysis of data, and in prospective terms, such as assistance in plan- 


ning, coordination, and control. 


HE American scene abounds with 
‘Lneesied data concerning almost 
every conceivable subject. Everyone is 
constantly confronted to a greater or 
lesser extent with figures which have 
some degree of relevance to his courses 
of action both on and off his job. 

No attempt will be made in this paper 
to go beyond those numerical data which 
should be of material significance to 
business management in the operation 
of a business enterprise. These figures 
include both external and internal data. 
External data include but are not lim- 
ited to figures collected, processed, and 
disseminated by the Federal government 
and by trade associations, which reflect 
general economic conditions and condi- 
tions in the various industries. A fur- 
ther example of external data would be 
data collected in a market survey for a 
particular enterprise. Internal data con- 
sists of figures relating to the particular 
enterprise which are collected or devel- 
oped and processed by specialists in the 
service of the firm. These specialists 
may include one or more accountants, 
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business economists, mathematicians, 
engineers, statisticians, or others. To 
some extent these specialists deal with 
different data. In varying degrees these 
specialists differ in purposes and in 
methods of accumulating and processing 
data. In this paper primary emphasis 
will be placed upon the functions of 
accounting in supplying useful data to 
management since the writer is not fully 
conversant with the services of other 
specialists. 

Accounting deals with either historical 
or prospective data which directly or 
indirectly have affected or may affect 
financial position and financial results 
of operation. Thus accounting deals 
largely in internal data but in many 
cases deals with external data, either 
with or without prior processing by 
other specialists in the firm. Some indi- 
viduals are qualified to process not only 
internal financial data but also external 
data which may require processing be- 
fore integration with company data. For 
example, the qualified accountant may 
also be capable of relating general busi- 
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ness conditions to prospective sales. 
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Perhaps the best way to indicate the 
utility of accounting to management is 
to describe the evolution of accounting. 
or the manner in which the horizon of 
the accountant has broadened over time. 
The evolution of accounting may be 
segmented into the following stages or 
areas, which will the main 
topics of discussion in this paper: 

1. Historical Accounting, and 

2. Prospective Accounting 
No implication is intended that the de- 
velopment of prospective accounting led 
to the abandonment of historical ac- 
counting. Prospective accounting is a 
superstructure in relation to historical 
accounting; the former could not exist 
without the latter. Historical accounting 
is in fact continuing to develop or 
change as the economy changes, though 
the newer prospective accounting is per- 
haps developing at a faster rate. 

Historical accounting deals with finan- 
cial data which represent events that 
have occurred and which, therefore, be: 
long to the past. It is that area of ac 
counting which chops the financial his- 
tory of a concern into segments called 
fiscal periods, and which casts up per 
odic statements of financial income and 
financial position. It is basically the 
task of keeping track of the money and 
other assets that we own, the debts that 
we owe, the equity of the owners, and 
the factors which cause the owners 
equity to change. We have grown to take 
the accomplishment of this task for 
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id sometimes we lose sight of 
at this elementary accounting 
; a foundation stone for man- 
Without knowing where we 


granted, 
the fact | 
function 
agement . 


stand anc: how we got there, future plan- 
} ning wou'd have no starting point. Also, 
we shoul’ immediately be in trouble 
with tax «nd regulatory authorities. Fur- 
ther, the door to outside financing would 
be closed. This area of accounting em- 
braces the following major functions, 
each of which will be discussed: 
¢ Methods or system design 
¢ Preparation of tax returns 


e Preparation of statements 
¢ Verification of statements 
e Restatements 

¢ Comparison 

¢ Analysis 


SYSTEM DESIGNING 


Like any other operation accounting 
must be planned, whether well or poor- 
ly. Planning for the accounting opera- 
tion is known as methods work or system 
design. Larger concerns have their own 
methods units whereas smaller concerns 
rely on independent accounting consult- 
ants. The accounting system should be 
custom built for each concern, because of 
inherent differences between firms. With 
the firm’s organization chart in view, 
provision should be made for classifying 
financial data by areas of managerial 
responsibility. Provision must also be 
made for accumulating the multitude of 
information required by taxing and reg- 
ulatory authorities, not to mention own- 
ers and creditors. An important consid- 
eration in system design is the incorpo- 
ration of safeguards or controls against 
loss of firm assets through errors or 
fraud. In general, this is accomplished 
by dividing the work of data processing 
so that an error or defalcation by one 
person will automatically be detected by 
another person. Another major consider- 
ation in system design is the cost of ac- 
counting. This involves a comparison of 
cost with value of results, where there 
is freedom of choice, and choice be- 
tween manual and mechanical processes. 

The function of accounting with re- 
spect to taxation is so well known that 
it should require little comment here. 
Most concerns are equipped to handle 
their own payroll and miscellaneous 
lax problems. The larger concerns usu- 
ally have staff units capable of dealing 
with income tax matters, whereas smaller 
concerns frequently rely on independent 
accountants for this service. 

Periodic summaries or statements are 
perhaps the basic product of the histori- 





cal accounting process. These summaries 
range in nature from statements limited 
to a specific area of managerial respon- 
sibility, to overall statements of income 
and financial position. Generally the 
limited statements are issued more fre- 
quently than the overall statements. 
These statements serve as records of 
accomplishment for segments of the firm 
and for the firm as a whole, as well as 
a reflection of the firm’s financial posi- 
tion at a given date. 

Because of the vital interest of owners, 
creditors, and regulatory bodies in the 
validity of a firm’s financial statements 
it is a common practice for such state- 
ments to be verified before publication. 
This verification is done by independent 
accountants or auditors, who stake their 
professional reputations by expressing 
opinions on the verified statements. 
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In order to make statements more 
meaningful for various purposes it is 
a common practice to restate or re-ex- 
press parts or all of them in terms other 
than dollar amounts. A common practice 
is to re-express an item as a percent- 
age of some other item. For instance, 
all items on an income statement may 
be expressed as a percentage of net 
sales. Another common practice is to 
express the ratio between two items; as, 
for example, the ratio of current assets 
to current liabilities. A striking example 
of the utility of such re-expressions is 
the development by duPont and other 
companies of rate of return on invest- 
ment, which is simply an expression of 
percentage relationship, as an instru- 
ment of operating control at the top 
management level. 

A second type of restatement is that 
of pictorial representation, in the form 
of charts or graphs. This form of pres- 
entation has the advantages of eliminat- 
ing much detail and of facilitating in- 
terpretation of the data. These advan- 


tages result in both a saving of time to 
the user of the report and an increase 
in the utility of the report. 

Other types of restatements or re-ex- 
pressions may be of a more fundamental 
nature. The processing of historical fi- 
nancial data by accountants is based on 
certain assumptions and generally ac- 
cepted accounting principles or conven- 
tions. One of the assumptions is that 
the dollar is a stable measure of value. 
And one of the generally accepted prin- 
ciples is that a relatively permanent 
investment in depreciable assets should 
continue to be stated at original cost 
less depreciation based on such cost. 
There is considerable sentiment for the 
abandonment of the assumption and 
principle which support original cost 
depreciation, and considerable experi- 
mentation with restatements of origi- 
nal cost data under varying concepts of 
realism or validity. But as yet there is 
no general agreement either that such 
restatements should be made or, if made, 
as to how they should be made. 

The maximum value cannot be real- 
ized from either a statement or restate- 
ment unless we have something to com- 
pare it with. We need a yardstick against 
which to set this statement of perform- 
ance or condition, in order to determine 
whether the thing stated is good, bad, or 
indifferent. And so, it is a common prac- 
tice to compare every statement or re- 
statement with something. In the histori- 
cal area of accounting it is usual to 
compare this period or date with the 
last period or date, to compare this 
operating department or segment of the 
business with another department or 
segment, or to compare this business 
with a competitor or with an industry 
average. In general, a comparison is 
made either for the purpose of deter- 
mining the direction of change over 
time or for the purpose of determining 
differences. 


STATISTICS REQUIRED 


Accountants generally have appeared 
somewhat unsophisticated with reference 
to direction of change over time. Usu- 
ally they refer to direction of change 
in actual data as a trend. A_ better 
acquaintance with statistical methods 
would enable them to isolate the influ- 
ences of seasonal, cyclical, secular, and 
irregular growth or decline factors. Al- 
though statistical methods of time series 
analysis may not be used blindly, be- 
cause the forces measured are dynamic 
and changing, they serve in part to 
emphasize that both short term and long 
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term factors are present and that these 
factors may or may not be operating 
in the same direction. 

Comparisons aimed at determining 
differences logically raise the question 
of why the differences occurred. Here 
accountants have made more progress 
and are on sounder ground. For exam- 
ple, procedures are well developed for 
explaining the difference between gross 
profit this year and last year in terms 
of variations in selling price, cost, vol- 
ume, and sales mixture. Of course these 
basic reasons are not independent of 
each other and each may be further ex- 
plained by various contributing causes. 
Again, accountants usually can explain 
without difficulty the differences between 
balance sheets as of the beginning and 
close of the year. Thus armed with 
knowledge of why any unfavorable 
developments occurred, management 
should be in better position to take re- 
medial action. 


ACCOUNTING ANALYSIS 


The explanation of differences derived 
from comparisons is only one phase of 
the general process of analysis which 
is widely used by accountants in many 
other situations. Analysis means simply 
the breaking of the whole of anything 
into its component parts. Thus sales may 
be analyzed by product, by channel of 
distribution, by territory, by salesman, 
or by customer. Distribution costs may 
be analyzed by function and thereafter 
along the same lines as sales. Production 
costs may be analyzed by elements, by 
products, by units, etc. All costs may 
be analyzed by variability, by degree of 
relationship to the object of expendi- 
ture, etc. Accounts receivable may be 
analyzed by age, for example. In fact 
any sum which is divisible into distin- 
guishable components may be analyzed. 
Analytical work frequently reveals in- 
formation of material significance to 
management in the operation of the 
enterprise. 

Historical accounting is indispensable 
for the several reasons which have been 
indicated. Also, this survey may have 
given the impression that historical ac- 
counting alone can be a stupendous task. 
It can. And it is complex enough to 
challenge the capabilities of much better 
than average intellects. In fact, many 
well qualified accountants have been so 
engrossed with the task at hand that they 
have failed to realize the extra service 
potential which is inherent in the ac- 
counting process. 
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CIPM Reports... 


Executives in Marseille Confer 
On Training Problems 





N 1952, the Council, under govern- 

ment auspices, recruited and 
briefed a team of four American ex- 
ecutives who held a series of seminars 
in major industrial centers of France. 
These seminars covered the subjects 
of market development, organization 
and management, production man- 
agement, and human relations. The 
last named seminar was led by 
Charles J. Jensen, President of the 
Vikon Tile Company in Washington, 
New Jersey. Like many other CIPM 
seminarists, Mr. Jensen gets frequent 
letters and reports from French ex- 
ecutives who took part in his sem- 
inars. One of these comes from the 
co-chairman of his seminar in Mar- 
seille, describing conferences on man- 
agement training inaugurated in 1952 
as a result of Mr. Jensen’s seminars 
on human relations, which have been 
functioning continuously for the past 
three years. 

In 1954, the Marseille training 
study group had an attendance of 
nearly 400 people, of whom 20 per- 
cent were owners of industry. There 
were six individual sessions covering 
various phases of company training 
programs. During each session, small 
groups met to thrash out all aspects 
of the subject at hand in a panel dis- 
cussion. Some of the subjects covered 
in the conferences included methods 
of introducing the idea and the desire 
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non-political organization devoted to the 
promotion of the practice of scientific We 
management on the international level. 








It seems to be generally agreed that 
the primary functions of management 
are as follows: 

1. Planning the most profitable, or 
at least the most desirable, course 
of action. This involves decision 
between alternatives; 

2. Coordination, or alignment of ef- 
forts of the organization toward 
the objective; and, 

3. Control, or keeping the organiza- 
tion currently on course. 

With respect to the first of these func- 
tions it might be argued that the past 
is the best guide to the future. If so, it 
would follow that a record of the past 
would be the best contribution account- 
ing could make to the planning func- 
tion. It is probably true that the past 
is the best single guide to the future, 
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ment its: © would be happy to preserve 


the statu’ quo. Thus it becomes essential 
that we attempt to foresee external 
change, «1d that we trim our sails ac- 
cordingly It is even more essential to 
peer int the future when considering 


ient of additional capital in 


| plant ex; nsion or otherwise. The busi- 
ness economist is the specialist who 
should be best qualified to predict ex- 
ternal change, although some concerns 
rely upon a consensus of executive opin- 
\ion or olher means of forecasting. 

4 Of course, the mere probability of a 
specific change in sales volume, or a 


specific change at some other point of 
contact with the external environment, 
does not iell us what effect the prospec- 





tive change will have upon the profit 
of the enterprise. This is the point at 
which prospective accounting comes into 
being. From historical work the accoun- 
tant is already skilled in the measure- 
ment of net income and, with his knowl- 
edge of costs and other internal relation- 
ships, he is the person who should be 
| best qualified to predict the measurable 
effects of a prospective change in reve- 
nue or cost upon enterprise profit. The 
process of projection should be more 
_ simple and reliable where realistic oper- 
ation standards are in existence. 





EFFECTS ON NET INCOME 


We do not say that it is possible to 
measure all of the effects of prospective 
change upon net income, just as it is 
impossible to measure quantitatively 
some intangibles associated with past 
events. We do not say that effects upon 
net income should be the sole consider- 
ation in initiating or adapting to change. 
But we do say that effects upon net in- 
come are a most important, if not con- 

trolling, consideration. And we say fur- 
| ther that in a given situation the ac- 
countant should be as well qualified as 
anyone else to perceive and point out 
other factors which should be considered 
in arriving at a decision. 

The planning function of manage- 
ment may be concerned with the follow- 
ing general categories of future events: 

* More or less isolated projects or 

events 

* Total operations (budgeting) 

Isolated or individual projects or 
events will consist of such matters as 
expansion of productive facilities, the 
addition of a new product, addition of 
anew sales territory, changes in pro- 
duction methods, changes in distribution 
methods or channels, replacement of 








obsolescent facilities, product simplifi- 
ation, or elimination of a sales.territory. 
Usually these matters are of long term 
significance; that is, their effects will 
be felt over several fiscal periods. For 
purposes of estimating effects upon net 
income these projects may be classified 
as follows: 

¢ Expansion projects 

¢ Replacements and changes in meth- 

ods 

¢ Retrenchment projects 

The evaluation of expansion projects 
may require the combined services of 
the engineer, the business economist or 
the market research specialist, and the 
accountant. If it is a production project, 
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the engineer can estimate capital out- 
lay, operating manpower and material 
requirements, power consumption, etc. 
Annual revenue from the project can 
be predicted by the business economist 
either separately or as the firm total less 
what should be derived with existing 
capacity. 

For long term estimate purposes reve- 
nue is usually estimated along a trend 
projection, which should average out 
the effects of cyclical flutuations. If it 
is a distribution project the additional 
annual revenue probably will be pre- 
dicted by a market research specialist. 
In either case the accountant will pre- 
pare annual operating cost estimates, 
before allowances for depreciation, and 


will estimate net annual income before 
depreciation for the project. In some 
cases the estimated net income may be 
so large as to make further calculations 
unnecessary. In other cases it may be 
desirable to calculate an estimated rate 
of return, to compare either with esti- 
mated rates of return from other pro- 
posed projects or with the cost of bor- 
rowing or otherwise obtaining needed 
capital. The most realistic method for 
computing estimated rate of return is 
a compound interest or annuity method 
which automatically allows for recovery 
of investment or depreciation. 

Proposals for the replacement of ob- 
solescent facilities or for changes in 
production or distribution methods, as- 
suming no material change in total reve- 
nue is involved, are evaluated by way 
of comparing cost-if-you-don’t-change 
with cost-if-you-do-change. An essential 
consideration is the interest cost on the 
excess of any new capital required over 
the salvage value of any facilities to be 
disposed of. 


ESTIMATING COMPLEX FACTORS 


Retrenchment projects include such 
matters as the elimination of a product 
or the elimination of a sales department 
or territory. Here there is a greater 
complexity of factors to be considered, 
and some of these factors are not quan- 
titatively measurable. The mere fact that 
the product or department shows a net 
loss should not be determinant. The 
product or department may be bringing 
in more revenue than it is currently 
costing; that is, revenue may be exceed- 
ing out-of-pocket cost. This the accoun- 
tant can readily determine and report 
upon. If that is the case the product or 
department should not be eliminated un- 
less fixed charges being allocated to the 
product or department can be diverted 
to a different activity. Of course, there 
is always the possibility that the situa- 
tion of the product or department might 
improve materially over the present, or 
that its existence complements or other- 
wise sustains more profitable aspects of 
the business. 

The planning of total operations for 
a future period or periods, usually for 
a fiscal year and its segments, ordinarily 
will encounter one or more prospective 
changes in external conditions and may 
present the possibility of alternative 
courses of action by management. As- 
suming that prospective changes and al- 
ternative courses have been specified, 
the following methods are available for 
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not eli nate the need for a completely 
detailed -ct of estimates, including esti- 
mated csh receipts and disbursements 


and estirated balance sheet, as discussed 
below. 


BUDGET ESTIMATES 


Detail: estimates, which collectively 
constitute the budget, are within the 
province of the accountant. They are 
used to test alternative courses where 
breakeven analysis or linear program- 
ming is not used, or where neither of 
them has produced a conclusive selec- 
tion. For selection purposes detailed esti- 
mates ordinarily will not proceed be- 
yond estimated income statements. When 
selection is made, however, the detailed 
estimates will be continued through esti- 
mated cash receipts and disbursements 
and will conclude with the estimated 
balance sheet at the end of the budget 
period. The estimated income statement, 
with its body of supporting schedules, 
coordination and 
control of operations. Estimated cash 
receipts and disbursements are needed 
to determine whether or not the plan 
will generate sufficient cash to sustain 
operations and, if not, the amounts and 
timing of outside financing operations. 
The estimated balance sheet is prepared 
to determine the financial position in 
which the plan should place the firm 
at the end of the planned period. Some- 
times the preparation of estimates of 
cash receipts and disbursements and fi- 
nancial position may disclose prospec- 


needed for 


tive developments justifying revision of 
the selected plan. 

Among the several valuable by-prod- 
ucts possible in budgeting are stabiliza- 
tion of employment and inventory con- 
trol. Even though sales may fluctuate 
seasonally, it is possible to level out 
production to the extent consistent with 
reasonable inventory control. The level- 
ing of production tends to stabilize the 
labor force, which is conducive to effi- 
ciency and may result in reduction of 
payroll taxes. Inventories can be held 
to a minimum consistent with economy 
in purchasing, economical production 
Tuns, stabilization of employment, and 
Margins of safety against interruption 
of production and sales. 

With regard to the coordination func- 
tion of management, the integrated plan 
of operations will be segmented by areas 
of managerial responsibility and each 
member of the management team will 
be furnished with a statement of his 
part in the plan. Thus the efforts of all 


will be coordinated toward accomplish- 
ment of the objective. 

The responsibility of management 
does not cease with the adoption of a 
plan of operations and with alignment 
of effort toward fulfillment of the plan. 
It is necessary to keep a continual check 
on actual performance and to take cor- 
rective action where necessary. This is 
the control function of management. 
Accounting is prepared to assist in the 
discharge of this function by the follow- 
ing means: 

¢ Timely quantitative comparisons of 

actual performance with planned 
performance, and determination of 
reasons for variances. This proce- 
dure may be best suited to middle 
and lower levels of management. 

¢ Comparison of actual and planned 

rates of return on investment, for 
the concern as a whole and for such 
operating divisions as may be de- 
sired. This procedure may be best 
suited to top management. 

¢ Internal auditing. 

The above control measures should 
not require extended comment. Obvious- 
ly management should be informed of 
material quantitative differences between 
actual and planned performance as cur- 
rently as practicable, at least monthly. 
Differences can readily be analyzed by 
basic cause; that is, by the effects of 
variation in selling price, volume, and 
cost. 


RATES OF RETURN 


In this connection, the existence of 
predetermined operation standards will 
make possible a further analysis of the 
cost variance. This type of reporting 
may best suit the needs of members of 
the management team nearest the “firing 
line.” Top management, however, may 
desire a more sophisticated and less de- 
tailed comparison of actual and planned 
performance. Such a comparison can be 
furnished the of actual and 
budgeted rates of return on investment. 
Reference has been made previously in 
this paper to the development of this 
technique by duPont and other organi- 
zations. This form of comparison is 
well suited to pictorial representation. 

Although internal auditing ordinarily 
is not directly concerned with budgeting, 
no discussion of the control function of 
management would be complete without 
mention of this phase of accounting. 
Internal auditing has only recently 
emerged as a control arm of manage- 
ment, and its development in that direc- 


in form 


tion is continuing. While internal audit- 


ing is still in large part concerned with 


verification of historical data, including 


detection of fraud and errors, it is being 
used increasingly to evaluate efficiency 
of performance and compliance with 


policies laid down by top management. 


CONCLUSIONS 


The accounting process is the major 
source of figures used by management 
in the operation of a business. To the 
more or less passive role of processing 
data relating to events which have al- 
ready transpired, accounting has added 
the more aggressive role of contributing 
toward determination of the shape of 
things to come. Accounting is uniquely 
adaptable to the task of integrating the 
many facets of a proposed operating 
plan into a complete picture of prospec- 
tive income, cash flow, and financial 
position. 

Historical accounting is essential to 
management in the following major re- 
spects: 

1. Through performance of the fun- 
damental task of keeping track of 
assets, liabilities, capital, and in- 
come or loss, and overall measure 
of management’s stewardship over 
the capital entrusted to it. 

2. By providing a degree of protec 

tion against loss of assets through 

errors or fraud. 

3. By providing the information re- 
quired by tax and regulatory au- 
thorities. 

1. By providing information without 
which the firm would be denied 
access to outside sources of financ- 
ing. 

Prospective accounting is or can be 
useful to management in the following 
major respects: 

1. Determination of the most profit- 
able course of action, whether with 
respect to a specific venture or 
with respect to total operations. 
In this function, people versed in 
specialties other than accounting 
are also needed. 

2. Coordination of operations, 
through the segmentation and 
expression of the overall plan by 
areas of responsibility. 

Control of operations through 

current comparison of actual and 

planned performance. A by-prod- 
uct of this function is the measure- 
ment of operating efficiency, where 
realistic operation standards are 
in existence. e 
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Should You Tell Them Everything? 





If business exists to make money, and it is doing so, why bother about 
more communication? Is the average employee so disinterested that 
most communication isa wasted effort? The author counters these and 
other arguments advanced against giving too much information to 
employees, presents some of the reasons why he thinks free communi- 
cation is desirable, and concludes, "Too much communication is impos- 


sible." 


o you think your employees are en- 
D titled to know everything they want 
to know about the company? Every- 
thing? Well, it depends a great deal 
upon what you think communication 
really is. 

Elton Mayo says that communication 
is any transfer of meaning, even implied 
transfer through silence, between or 
among individuals or groups. This is a 
pretty broad and inclusive definition. If 
it is accepted, it follows that it is impos- 
sible to communicate too much, to give 
employees too much information. What 
you do not say to employees might com- 
municate even more than what you say. 

Even with this definition, however, 
there are many angles to consider. For 
instance, there is quantity versus quality, 
such as bombarding employees with a 
constant flow of free enterprise litera- 
ture, as compared with really telling 
them what they want to know. Also, in- 
formation can be either shared or con- 
veyed. Alexander Heron makes this dis- 
tinction, showing that social ideas and 
relations are involved in sharing infor- 
mation, whereas simply conveying in- 
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formation is purely mechanical. This 
article will try to demonstrate that 
sharing of all the information the em- 
ployees want to know most is desirable, 
a simple and straightforward coopera- 
tion, based on trust and confidence. In 
this situation, though admittedly ideal, 
it would be impossible to have too much 
communication. 

Fortunately, the ideal in this case can 
be approached. If it could not be, it 
would be a waste of time to even talk 
about it. Showing that it is possible, a 
number of companies, Pitney-Bowes, 
Apex Electrical, Scott Paper and others 
are well along the road to a completely 
free exchange of all types of informa- 
tion with their employees, so much so 
that even the details of the financial 
statement itself are no longer classified 
information. 

Scott Paper Company, for example, 
presents it operating story each year 
through small group meetings, delivered 
personally by its general manager of 
paper mills. The report is comprehen- 
sive, though simple and informal, cover- 
ing reinvestment of earnings, stockhold- 
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39, Number 12, December, 1950, Page 714. 
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Emplo: ces in most cases want to know 
everythin: about their company and its 
current position. Specifically, a Dart- 


nell Corporation survey showed that 
among tle twenty questions most com- 


' monly asked by employees are questions 
about sources of revenue and expendi- 
ture, profits, financial status of the busi- 
ness, and what the company is doing to 


rotect and to stabilize jobs and employ- 
'ment.2 No field of information, if it 
will help promote the employees’ under- 
standing of the business and their place 


Vin it, should be excluded. 


There used to be a lot of discussion 
over whether or not an employee should 
be told what he wants to know about the 
company. While this view is still often 
expressed, an increasing number of 
companies are fi iding it to their advan- 
tage to take workers into their confi- 





| dence. There are at least three good rea- 


sons: any advance in broad, social self- 
understanding depends on it; it is good 





business from organizational and public 
relations standpoints; and the personal 
factor, the increased feeling of impor- 
tance and belonging that a person feels 
when he knows what is going on, is very 





; 


important for group morale. 


/ ARGUMENTS FOR SECRECY 


| 





Some of the arguments that are still 
advanced against giving information to 
employees will be considered next. Then, 
after countering each as it arises, a few 
of the reasons why free communication 
is so desirable will be presented, ex- 
amples will be given, and conclusions 
drawn. 

One old argument is that it would be 
a waste of time to give out information 
because it is impossible for anyone in 
the working class to better himself. Less 
valid than some of the other arguments, 
this one has quite obviously been re- 
futed in this country. While the Horatio 
Alger tradition has been somewhat di- 
luted perhaps, it still is possible to find 
people of modest original background 
making striking successes of themselves. 

Another outdated argument is that 
the mass production process requires 
largely identical individuals to fill rou- 
tine, identical jobs; therefore, if some 
people knew or learned more than oth- 
ers, they would become dissatisfied. Peo- 


2“How to Give "Em All the Facts”, Factory 

anagement and Maintenance, Volume III, 
Number 8, August, 1953, Page 108. 

8 Aspley, J. C., and Whitmore, E., Editors, 
The Handbook of Industrial Relations, 3rd 
Revised Edition, Chicago, Dartnell Corpora- 
tion, 1949, Pages 863-864. 


ple in the personnel field cannot accept 
this point of view. Entirely aside from 
obvious individual differences, new tech- 
niques and the upgrading of skills to 
come from automation make it impera- 
tive that more, rather than less, commu- 
nication take place among members of 
the organization. Induced variation 
through proper communications is one 
way also of getting an otherwise routine 
worker to prepare to take on more re- 
sponsibility. 


BUSINESS SHOULD EDUCATE 


Some people say that business exists 
to make money, and if it is doing so, 
why bother about communication, which 
may cost more money. This attitude, 
while strong in the past, is also losing 
ground. The chairman of the board of 
Johnson and Johnson has said that mod- 
ern industry must not only be a busi- 
ness, but also an educational institution 
if it is to survive. In past years, business 
didn’t bother with the health and welfare 
of its employees any more than it now 
does with their education. However, with 
the coming of the various fringe bene- 
fits, both legislated and bargained, in- 
terest among management has of neces- 
sity increased. Business has become a so- 
cial and educational as well as an eco- 
nomic institution, and too much commu- 
nication is impossible as the institution 
assumes new duties and becomes more 
complex. 

One of the main reasons given for 
limitation of communications is fear of 
competitors getting information they 
should not have. If all information, in- 
cluding financial data, were to be re- 
leased to all employees for the asking, 
it is said, the information could very 
well end up in the hands of competing 
firms. This of course, is always a possi- 
bility. Secrets of the business sometimes 
leak out, even through official channels, 
much less through the average employee. 

Sometimes it might seem that it would 
be better for both the company and the 
employees, in the interests of competi- 
tive position, if certain information were 
to be kept confidential. However, confi- 
dential information not only creates sus- 
picion and restricted production on the 
part of the employees, but is usually 
known anyway, through the grapevine 
or through the union. Some people think 
that even if information of the kind or- 
dinarily thought of as confidential did 
get out, it would be of little competitive 
value. Because of the many reports that 
industry must make to various govern- 





ment agencies, all of the important in- 
formation is a matter of public record 
anyway, so there is little point in risking 
a suspicious work force by keeping se- 
cret certain facts and figures. In 1942, 
one author said, “The usually guarded 
facts involving costs, profits, taxes, and 
similar matters are clearly not worth 
guarding today”.* While it is true that 
the urgencies of war are not with us 
today, many of the controls and regula- 
tions in this area are, so the statement 
would seem to apply just as much. 

By being frank and open with the 
work force, it might even be possible 
to be protected by sharing information 
of a competitive nature with employees. 
An excess amount of secrecy has a tend- 
ency to stir interest in things that other- 
wise might not even cause any comment. 

A very strong argument against tell- 
ing workers about what is going on is 
that it is largely a case of wasted effort. 
The average employee just isn’t inter- 
ested enough to make it worth-while. 
Cases are cited showing that even after 
what seemed to be extensive efforts had 
been made to give out some specific 
facts, employees did not seem interested 
in them. It must be admitted that some 
people just won’t “give a darn’’, no mat- 
ter how hard management tries to inter- 
est them. However, the answer to the 
interest argument nevertheless lies in the 
way the material is presented. 


EFFECTS ON EMPLOYEES 


The worker is characterized by a 
short-range, security-centered motiva- 
tion. Management, on the other hand, 
is driven by competition, long-range 
views, and a much closer identification 
with the company. Therefore, it follows 
that if the employee’s interest is to be 
assured, the appeal has to be slanted 
toward him individually; it must show 
how his present situation will be affected. 

Closely allied to this security problem 
is the charge that if the communication 
situation in a company is so good that 
the employees know months in advance 
major changes in operations planned by 
the company, their worries and anxiety 
over what will happen to them and to 
their jobs will cause serious disruption 
in production. 

If, for example, the foreman were to 
gather his men together some morning 
for their usual, pre-shift “hash session”, 
and if he were to tell them “out of a 


4 Heron, Alexander R., Sharing Information 
With Employees, Stanford University Press, 
Stanford University, California, 1942, Page 5. 
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clear sky” that the company was mov- 
ing to another city in the relatively near 
future, that would understandably be 
quite a blow. (This is, of course, an 
extreme example, but meant to illustrate 
the point.) Especially if that is all the 
information the foreman had of the 
plans, or if that were all he were free 
to give out, it would be understandable 
if production were to suffer. Psychologi- 
cally, these people would have already 
lost their jobs. Not only that, but the 
company would have sprung a tragic sur- 
prise on them, one over which they could 
feel rightfully incensed. The primitive 
philosophy of “an eye for an eye”, if 
nothing else, would almost certainly 
cause productive efficiency to fall off. 

The answer to this charge lies in un- 
derstanding the security motive in peo- 
ple, and in the way communications are 
handled. Most people like to know what 
is in store for them especially when it 
concerns something as vital as their jobs. 
They like to know it will be there for 
them when they come to work the fol- 
lowing day. Not only is this knowledge 
in itself important, but also knowledge 
far enough in advance so that if move- 
ment, for example, is necessary, plans 
can be made. A sincere and expressed 
intent on the company’s part to help in 
any way possible also helps. 

It all “boils down” to that great intan- 
gible, how the employees feel about the 
company. If the company is trusted, as 
evidenced by its past actions, free com- 
munication cannot help but foster that 
atmosphere, and little disruption will 
result. If the company is out to beat the 
employee, talk about communication is 
wasted effort anyway; the company will 
have to take the consequences of its 
actions. 


FEAR OF MISINTERPRETATION 


The next major argument is that of 
understanding. Because of lack of edu- 
cation, it is said, why try to inform the 
worker and run the risk of misinter- 
pretation, entirely aside from the con- 
sideration of added cost. The answer is 
simply that the gains in morale and 
productivity are well worth it. The aver- 
age worker is actually more intelligent 
than management sometimes likes to ad- 
mit. The native ability to learn is in 
most cases there. If the learner-worker 
has failed to learn enough to under- 
stand what management is trying to tell 
him, then management has failed in its 
responsibility as a teacher. If companies 
would really take as positive and ag- 
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gressive an approach to this problem as 
they do toward technical problems, the 
understanding by the work force of com- 
pany facts and policies would be limited 
only by their own aggressiveness. The 
only word of caution needed here is 
that, in assuming its task of education, 
management must make an extra effort 
not to “talk down” to its employees, 
something which is so easy to do, but 
which can kill understanding before it 
even begins to develop. The key then, 
to the “understanding” argument, is in 
proper education of its employees by 
management. 


INCREASED UNION DEMANDS 


Where a union exists in a company, 
it is often blamed for any lack of infor- 
mation on the part of individual em- 
ployees. Even today, unions are viewed 
as arch-enemies—or at least something 
whose existence they are forced to tole- 
rate—by some managements. As such, 
management fears that telling its em- 
ployees too much about finances, for 
example, will make union demands at 
the next bargaining session that much 
stronger. Some people claim that the 
union doesn’t want workers to rely too 
much on the company as a source of 
information for fear of losing some of 
its own political power. Others even 
go so far as to accuse the union of 
deliberate interference and distortion of 
information to foster labor-management 
antagonism. 

Some of these claims undoubtedly 
hold true for some unions. The whole 
thing depends on the practices of the 
company and on the nature of the union. 
A reasonable union, if practices are 
equitable, will not be any worse if pro- 
vided with more information. In fact, 
if communication lines were free, the 
number of labor disputes could be less- 
ened. It has been estimated that one 
out of five labor disputes is due to the 
failure of employers to give employees 
basic facts against which they can check 
the statements of union organizers. 

Not only should the employees and 
the union have company information 
pertinent to collective bargaining, but 
management should recognize in the 
union a positive element management 
can use to make its general communica- 
tion system more effective. Since work- 
ers in general are not readers, their 


5 Aspley, J. C. and Whitmore, E., Editors, 
The Handbook of Industrial Relations, 3rd 
Revised Edition, Chicago, Dartnell Corpora- 
tion, 1949, Page 862. 
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main source of information about thei 
company and about business generally 
is the talk of their union leaders. There. 
fore, if management and the union cap 
talk together freely and easily, manage. 
ment will stand a much better chang 
of getting the word to the employee on 
the line. 

Closely tied in with the problem of 
unions is that of management preroga. 
tive. Those “dirty” words as applied in 
this instance mean that since manage. 
ment is running the business, it alone 
has a right to this information, whether 
it be about profits, expansion plans, or 
other subjects. It just isn’t any of the 
employees’ business. 

Fortunately, this attitude too is grad. 
ually disappearing. Companies are in. 
creasingly realizing the existence of a 
moral right of the employee to all perti- 
nent information about the company in 
which the security of his job represents 
a very positive stake in his life. This 
moral right is thought to equal manage. 
ment prerogative. 

One author advances some psychol- 
ogical arguments against giving infor. 
mation. This argument runs that a little 
knowledge is a confusing thing, and 
total information about everything is as 
impossible in business as it is in any 
other field, thus leading to frustration. 
Too much information would make the 
individual self-conscious about follow- 
ing a systematic procedure, and so, by 
thinking too much about it, his skill 
might become disorganized. Also, dis- 
tortion of any information is common, 
and the more information, the more dis- 
tortion there will be.® 


OVER-COMMUNICATION 
CONFUSING? 


It seems that the author of these views 
is “making a mountain out of a mole 
hill.” In fact, he appears to be a victim 
of one of his own ideas, disorganization 
of a skill due to concentrating too much 
on ideas. At any rate, we have to go a 
long way before everyone in industry 
knows what he is doing, in the broad 
sense, much less worry about the prob- 
lem of overcommunicating. Overcommu- 
nication is impossible in any practical 
sense anyway. It might be a minor prob- 
lem on the executive level, but even the 
above writer admits that is practically 
nonexistent among the hourly workers, 
who rarely get enough facts from their 

6 Stryker, Perrin, “A Slight Case of Over 
communication”, Fortune, Volume 49, Number 


3, March, 1954, Page 117. 
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super\ ‘sors. And we are dealing here 


princi illy with this “lower” level. 
To summarize for a moment, the ar- 
gumen against a free interchange of 
information run all the way from fear 
of unions and a claimed lack of interest 
or understanding on the part of the em- 


ployee t» fear of what competitors might 
do with the information, and a feeling 


that the employees have no right to 
know Ww! tis going on. All of these 
arguments fall apart, however, if man- 


agement simply assumes its responsibil- 
ities for education, if it considers the 
workers and their union as equal part- 
ners in turning out the product, and if 
it shows evidence of this attitude over 
and over again in its dealings with 
employees so that an easy-going air of 
confidence will be encouraged. 

Before concluding, a few reasons why 
free communication is desirable should 
be given to balance the scales and to 
end on a positive note. Some of these 
have already been touched upon in the 
foregoing considerations. 

One of the first reasons often given, 
which is concerned primarily with the 
individual employee, is that making in- 
formation available heightens the satis- 
faction derived from the job. It gives 
the worker a greater feeling of personal 
importance, and a feeling that his job, 
however commonplace it may be, is 
nevertheless needed, and that he is per- 
forming a useful function. His sense of 
proprietorship, in other words, is in- 
creased. Broadening the field of interest, 
facilitated whenever information flows 
easily, increases job satisfaction. 


SENSE OF UNITY PRODUCED 


Another reason why information 
should be given freely is that it helps 
foster an identity of interest between the 
labor and management groups within 
any given company. This is similar to 
the job satisfaction argument just given. 
Assuming that the development of this 
identity of interest is desirable—which 
is not the case for some people who feel 
“antagonistic cooperation” between labor 
and management to be the ideal situa- 
tion—free communication can build up 
the sense of unity and the sense of be- 
longing that are desirable to most em- 
ployees. If workers know the facts con- 
cerning a certain problem, they can, if 
allowed to, share in solving it and there- 
by sublimate their personal interests in 
favor of those of the group. 

That free communication increases an 
employee’s feeling of security, especial- 


ly if his faith in the fair dealing of 
his company has been earned, has been 
talked about rather extensively above. 
Certainly, a worker kept “in the dark” 
about every company move will be of 
less than maximum value to either him- 
self or to the company. 

Incidentally, the importance of in- 
forming the individual must not be over- 
looked. Too often, the tendency is to 
inform groups of employees and to for- 
get about the individual. Especially in 
a field that is conscious of the union as 
representing one group of workers and 
of management as representing another 
group, it is easy to lose sight of the im- 
portance of giving information to the 
individual. It is erroneously assumed 
that because the union is informed, the 
worker is also automatically given the 
information. Unfortunately, this is not 
always the case. 


LEADERSHIP 


To some people, free communication, 
the right of the worker to facts about 
the company’s operations, is just that, 
a right. As a right it is a matter of 
philosophy. A worker investing his life 
in the business is no less entitled to this 
information than is a stockholder invest- 
ing his money. The fact of his receiving 
wages for his work does not destroy the 
basic existing right, from this point of 
view. Admittedly, this is perhaps a more 
radical reason than some of the others. 
It could even be tinged with a leftist 
connotation. A lot depends, in evaluat- 
ing this argument, on who is doing the 
arguing and what approach is being 
used. Both of these evaluations are out- 
side the scope of this paper. 

There are any number of other rea- 
sons, of course, why communications 
should be free. White-collar unions 
might be discouraged, more favorable 
union attitudes in general could be fos- 
tered, employees or unions can now find 
out many of the things formerly held 
secret from government agencies, pro- 
duction might be increased due to the 
psychological effects of more favorable 
worker attitudes, and public opinion 
generally is not in favor of secrecy. All 
of these arguments support the belief 
that nothing should really be deliberate- 
ly kept from the employee. 

Having considered then, some major 
pros and cons of giving unlimited in- 
formation to employees, let us look at 
just a few concrete examples, of com- 
panies which go all out in letting their 
employees know “what the score is”, and 





which have a high degree of cooperation 
among all in the company. 

A spokesman for Esso Standard Oil 
Company, a progressive leader in this 
regard, said, “We want our people to 
know everything about the company that 
they can absorb.”* Bendix Aviation has 
a comprehensive program designed to 
keep the foremen informed, and through 
them, the workers. Their policy is to 
give the foremen information on the 
economic position of the company, on 
devices and products, on progress of 
labor negotiations and the settlement of 
employee grievances. They also provide 
foremen with “a constant flow of infor- 
mation on such factors as ratio of non- 
productive to productive workers, fore- 
casts, estimated and actual figures on 
all expense items, scrap and rework.”® 
Union and management work through 
a committee to jointly evaluate shop 
jobs at the York Corporation of York, 
Pennsylvania. A start has been made on 
the extension of the procedure to cover 
salaried jobs as well.® Carrier Corpora- 
tion, as a part of its program of two- 
way communication goes so far as to 
have foremen selected to go to different 
parts of the country and work with deal- 
ers, salesmen and service people, thus 
getting information first-hand, and gain- 
ing insight into company operations.’ 
~ 7 Baker, Helen, “Transmitting Information 
Through Management and Union Channels”, 
Research Report Series No. 79, Industrial Re- 


lations Section, Princeton University, 1949, 
Page 73. 


8 Heidt, M. A., “Stimulating Cooperation 
Among Management, Foreman, and Worker”, 
Personnel Series No. 116, New York, Ameri- 
can Management Association, 1948, Page 22. 

9 Wilson, Donald C. and Sichelsteil, Gerald 
T., “Joint Union-Management Job Evaluation”, 
Personnel Journal, Volume 27, Number 11, 
April, 1949, Pages 420-425. 

10 Wampler, Cloud, “Two Way Street”, Per- 
sonnel Series No. 134, New York, American 
Management Association, 1950, Page 37. 
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Perhaps one the most advanced com- 
panies in recognizing the importance of 
sharing all information with employees 
is Apex Electrical of Cleveland, Ohio. 
At this company, management has ad- 
vanced wages to employees throughout 
a steel strike, sales meetings are ad- 
dressed by union officials, and union 
men perform the time study operations. 
The company management feels that it 
is a good idea to have union men make 
the time studies, claiming it to be psy- 
chologically beneficial to place respon- 
sibility on the operating people whose 
fairness and pride of accomplishment 
are thus challnged. Another factor to 
be considered, claims the company, is 
that the operating people must eventual- 
ly accept the schedules anyway before 
they become entirely workable. Sum- 
ming up the attitude of the company, 
C. G. Frantz, the president, has said, 
“We do not have any such thing as con- 
fidential information. We take the atti- 
tude that the employees are a part of 
its business and that they have as much 
right to so-called confidential informa- 
tion, because it is pertinent to the busi- 
ness, as any of the officers.”1 

These policies have worked in this 
company, not leading to the disastrous 
consequences contemplated by those who 
believe in limiting communication. 


CONFIDENCE CREATED 


Sharing of all information then, 
rather than adversely affecting the com- 
pany, operates instead to make for better 
conditions on all levels. Wherever such 
an ideal situation exists, wherever in- 
formation is shared so freely, trust and 
confidence will of necessity be found. 
In the now-famous article in Fortune, 
“Is Anybody Listening”, the author 
stated: “Only with trust can there be any 
real communication, and until that trust 
is achieved, the techniques and gadgetry 
of communications are so much wasted 
effort. Study after study has pointed to 
the same moral: before employees will 
accept management ‘facts’, they must 
first have over-all confidence in the mo- 
tives and sincerity of management.”?? 

If such confidence exists, it in itself 
becomes a kind of silent communication, 
better than all the words and reports in 
the world. Too much of this sort of 
thing is impossible. e 

11 Shurtleff, Wade E., “Union Cooperation 


at Apex Electrical”, Personnel Journal, Vol- 
ume 28, Number 10, March, 1950, Page 361. 


12 “Ts Anybody Listening”, Fortune, Septem- 
ber, 1950, Page 82. 
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A Pioneer of Scientific Management 


Morris Llewellyn Cooke* 
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Excerpts from a review by Hyacinthe Dubreuil of ‘The Life and 
Times of a Happy Liberal" by Kenneth E. Trombley (Harper & Bros., i 
1954, $4.00), as printed in the May, 1955 issue of CNOF, a monthly 
published by the French National Committee on Scientific Manage- 
ment, and translated by Eleanor Bushnell Cooke. 





. . » Just as France has had her 
eminent engineers to explain and de- 
velop the scientific method as applied 
to labor, America has had men, 
among whom one may identify Morris 
Llewellyn Cooke, considerably extend- 
ing the path opened up by Taylor. 
It is Morris Cooke who was the first 
to point out that, contrary to tena- 
ciously held prejudices, the Taylor 
methods not only had nothing inhu- 
man about them, but on the contrary 
would open up new possibilities of 
decided improvement for the worker. 

The description of this pioneer 
work calls our attention to a book re- 
cently published in the United States, 
The Life and Times of a Happy Lib- 
eral—Biography of Morris Llewellyn 
Cooke. 

This book reminds us opportunely 
that scientific management as intro- 
duced by Taylor into modern indus- 
try, has already a definite past, from 
which one sees emerging the names 
of those beginning to assume the as- 
pect of historic figures. For these men 
were not only innovators, but also 
crusaders. Is it not true that no inno- 
vations have ever been discovered by 
men rugged enough to adopt them 
and spread them? These men, who 
were often a little scornful toward 
those preoccupied with practical af- 
fairs, as is the rule with businessmen, 
were in fact apostles essentially con- 
cerned with the public welfare. For 
example, it is not sufficiently realized 
that Taylor abandoned the practical 
application of his methods, by which 
he could have made considerable 
money, in order to travel across the 
United States as a pilgrim, spreading 
his idea through conferences, in order 
that the benefits which would accrue 
could be profitable first of all to the 


nation. 


It was during this crusade that Tay- 
lor met Cooke, and it may be said 
that, on a social plane, the meeting 
of these two men was the beginning 
of a marvelous adventure. It must 


be admitted that even if Taylor’s atti. 
tudes toward the workers were good, 
he was not very skillful in making 
them understood. He was a man of 
harsh language, although this harsh. 
ness, as is so often the case, hid, 
great tender-heartedness. His meet. 
ings with the workmen or their repre. 
sentatives were often bittersweet. Ip 
popular language, he was not “diplo. 
matic.” But we must add that he was 
no more so in connection with the 
managers. Cooke’s biography report 
that one day, when Taylor announced 
that it would be necessary to declare 
a bonus of from thirty-five to fifty 
percent, an industrial manager of the 
company announced that twenty per- 
cent would be quite enough. Taylor, 
says the author, looked at him over 
his spectacles, relieving himself with 
this reproach, “Well, you are a 
damned hog!” 

Morris Cooke was one of Taylor’ 
first disciples, and it can be said that 
he appeared, after the great engineer, 
as a kind of knight, all of whose active 
years have been occupied in fighting 
to introduce progress into affairs, a 
well as to establish harmony between 
men. Everything which had a begin 
ning in the work of Taylor received 
magnificent development in Cooke’ 
hands. So if the public generally ig 
nores the social and human aspect of 
“Taylorism”, we may say that it is 
because of Cooke’s efforts that it has 
taken the aspect we recognize today. 
It is through his initiative that “hv 
man relations” are now regularly in- 
cluded in the program of scientific 
management. In this domain he de 
serves the name of pioneer, for 4 
every opportunity he opened the way 
for the intervention of labor leaders, 
to whom he demonstrated the useful 
role they could play in the realm 
of scientific management. They al# 
knew they would always find a de 
voted ally in him.... , 


a 


* 4 Life Member of the Society for At 


vancement of Management. 
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CAUSES OF INDUSTRIAL PEACE 
UNDER COLLECTIVE BARGAINING 


Edited by Clinton S. Golden and Vir- 

ginia D. Parker, pp. xiv and 369, 

$4.75, Harper & Brothers, 1955. 
In every field there are classic books 
which have presented original research 
of great importance or which have an- 
nounced new theories or ideas that revo- 
lutionized whole fields of knowledge. In 
labor relations, there are few classics 
because the field is a new one. The few 
that do exist are primarily histories. 
Their writers concerned themselves prin- 
cipally with the aspect of conflict in 
labor history : — conflict between unions 
and employers, conflict between unions 
and other unions; conflict between 
unions and government. Conflict was 
the order of the day when unions were 
first organized. Naturally books on 
labor history were devoted to crisis situ- 
ations. 

Now that American unions and em- 
ployers have reached a reasonably peace- 
ful state of coexistence, a book is needed 
to describe the new climate in labor re- 
lations. This need is initially supplied 
by “Causes of Industrial Peace Under 
Collective Bargaining,” a book that has 
many of the hall marks of a classic. 

In 1946, Mr. Clinton S. Golden, one 
of the editors of the book, addressed a 
National Planning Association Meeting. 
In part, he said: “In my opinion, the 
time has come when, instead of looking 
into the cause of conflict that we know 
and hear so much about, we ought to 
try to discover how much peace there is 
and what makes peace.” 

As a result, the National Planning As- 
sociation published a series of thirteen 
booklets. Twelve of them are case his- 
tories of situations in which employers 
and unions arrived at a peaceful, mutu- 
ally beneficial relationship. Each case 
history describes how this relationship 
was achieved. The thirteenth booklet is 
entitled “Fundamentals of Labor Peace, 
A Final Report.” 

The book, “Causes of Industrial 
Peace” is a condensation of all thirteen 
booklets which attempts to preserve all 
the pertinent information in the original 
series. 

The case histories in the original 
series, and in the book, cover these 
firms: 

1. Crown Zellerbach Corporation 
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Libbey-Owens-Ford Company 
The Dewey and Almy Chemical 
Company 

Hickey-Freeman Company 
Sharon Steel Corporation 
Lockheed Aircraft Corporation 
The Nashua Corporation 
Marathon Corporation 
Colorado Fuel and Iron Corpo- 
ration 


10. LaPointe Machine Tool Com- 

pany 

11. American Velvet Company 

12. American Steel Company 

The book also gives a condensation of 
a final report on the NPA series en- 
titled “Fundamentals of Labor Peace, 
A Final Report.” 

The authors of the digested case 
studies and the final report are: Clark 
Kerr, Roger Randall, Frederick H. Har- 
bison, King Carr, Douglass McGregor, 
Joseph N. Scanlon, Donald B. Straus, 
J. Wade Miller, Jr., George Halverson, 
Charles A. Myers, George P. Schultz, 
R. W. Fleming, Edwin E. Witte, George 
W. Zinke, Robert P. Crisara, George S. 
Paul, Glenn W. Gilman, James W. 
Sweeney, and John R. Coleman. 

The publication of the NPA case 
studies on “Causes of Industrial Peace” 
in book form makes possible their in- 
creased use both as reading matter for 
the busy executive and as a text for 
classroom use. This reviewer found the 
original NPA case studies extremely 
helpful as a text for his classes. The 
editing and condensation of the case 
studies rather than detracting have in 
a number of instances improved them. 
The editing has improved their reada- 
bility and brings out more clearly and 
succinctly the background facts, the his- 
tory of bargaining, and the conclusions 
reached. 

The one thing missing in the con- 
densed version are the tables giving such 
items as the history of wages and the 
production cost per unit of production. 
This reviewer found these tables help- 
ful in giving students an understanding 
of the economic factors in a collective 
bargaining situation. Their absence 
makes the understanding of this con- 
cept more difficult. 

The original NPA series of thirteen 
case studies in booklet form enjoyed 
widespread success. Their republication 
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in book form seems destined to make 
their use even more widespread an 
their fame more permanent. t 
James J. Bambrick, Jr 

Labor Relations Specialis 

National Industrial Conference Board 


New York City 
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REVIEWS IN BRIEF 


THE STAFF ROLE IN MANAGE. 
MENT — ITS CREATIVE USES 
By Robert C. Sampson, 226 pp., 
$4.00, Harper & Brothers, Sep. 
tember, 1955. 
A study of the nature of staff 
work and how varied kinds of 
expert, advisory staffs can make 
their most effective contribution 
to the day-by-day activity of 
operating line departments. Re- 
views such phases of staff work 
as gaining acceptance, counsel- 
ing with an executive, and group 
counseling. 
PSYCHOLOGY OF INDUSTRIAL 
BEHAVIOR 
By Henry Clay Smith, 477 pp., 
$6.00, McGraw-Hill Book Com: 
pany, October, 1955. 
The following problems provide 
the framework of this book: 
How are men motivated to work 
in ways that are satisfying and 
productive? How can their frus- 
trations and job anxieties be re- 
duced? How can their job satis- 
faction and personal adjustment 
be improved? How can execu- 
tives create more effective in- 
dustrial teams, develop better 
supervisors, and build more pro- 
ductive organizations? How can 
companies improve union-man- 
agement relations? How can the 
behavior of workers and work 
groups be more accurately meas- 
ured, predicted, and controlled? 
MANAGEMENT TRAINING— 
CASES AND PRINCIPLES 
By William J. McLarney, pp. 
371, $5.50, Richard D. Irwin, 
Inc., Publishers, Homewood, 
Illinois, September, 1955. 
Cases and principles are sup- 
plied to be used in management 
training, fitted for first-line su- 
pervisors and middle-manage- 
ment, designed to improve the 
performance of men on these 
jobs and to prepare men to ad- 
vance to such jobs. It contains 
four sections on the Manage- 
ment Team, Job Management, 
Developing the Work Team, and 











Maintaining the Work Team. 
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HOTEL ESSEX HOUSE 


(050 Broad Street at Lincoln Park 
Newark, N. J. 


Richard Ellis, General Manager 


Largest and Most Complete Catering, 
Banquet, Ballroom, and Meeting Facilities 


"Where the Northern New Jersey S.A.M. 
Chapter Meets" 


Home of THE "CAROUSEL" 


Newark's most beautiful Cocktail Lounge 
and Supper Club 


For inquiries and reservations 


Telephone Mltchell 2-4400 


POSITIONS OPEN 


POSITIONS WANTED 














OPERATIONS RESEARCH CORPORATION 


A Division of 
THE DR. ROY HERRMANN ORGANIZATION 


50! Fifth Avenue New York 17, N. Y. 
MUrray Hill 2-3077 








INDUSTRIAL ENGINEER 


An experienced industrial engi- 
neer to undertake a long-range 
program for the modernization 
and expansion of sheet finishing 
operations in six integrated 
paper mills, with emphasis on 
modern principles of mechani- 
zation, automatization and mo- 
tion economy. Applications will 
be kept strictly confidential. Box 
417-0, 





SEEKING 
EXECUTIVE CAREER 


Able leader, organizer, self- 
starter, personable, loyal, hon- 
est, good health, and ed. quals 
(AB & LLB), md., 30, learn 
your business. Resumé on re- 


quest. Box 416-W. 

















BRUCE PAYNE 


ano ASSOCIATES '"c. 
MANAGEMENT CONSULTANTS 


WESTPORT 1, CONN. 

NEW YORK 20O,N. Y. 
BOSTON 16, MASS. 
CHICAGO 1, ILL. « ATLANTA 5, GA. 
RIO DE JANEIRO, BRAZIL 
MONTREAL 2,CANADA 








INDUSTRIAL ENGINEERS 


Industrial Engineering candi- 
date with up to five years in- 
dustrial experience needed for 
excellent permanent industrial 
engineering assignments in man- 
ufacturing plants east of the 
Mississippi River. Send details 
including experience, age, sal- 
ary needs, etc., to Personnel Ad- 
ministration Department, Arm- 
strong Cork Company, Lan- 
caster, Pennsylvania. 

















OPERATIONS 
RESEARCH INSTITUTE 


INCORPORATED 


—— Training Seminars 
yo Research 


Publications 


P.O. Box 487 


é 4| Fifth Avenue 
Princeton, N. J. 


New York, N. Y. 








RATES: Classified insertions billed at $1.50 a 
line per issue for Positions Open, $1.00 for 
Positions Wanted. Lines average 30 characters. 
Boldface heading counts as two lines. There 
are 7 lines to an inch. Minimum insertion 
charge on five-line basis. Display ads at a 
minimum of I'/ inches. Copy required not 
later than the I2th of month preceding publil- 
cation date. 


Answers to box number ads should be 
addressed to given box number, care of AD- 
VANCED MANAGEMENT, 74 Fifth Ave., New 
York II, N. Y. 











This space can be yours 


. .. to buy or to sell. 


Ask for our rate card if 
you would like to reach our 


30,000 monthly readers. 








Are You Eligible For 
SAM Membership? 


If you are in the management 
profession—directly or indirect- 
ly — you may be eligible for a 
membership grade in the So- 
ciety for Advancement of Man- 
agement. 


What Does SAM 
Give You? 


e Personal contact, through 
seminars and_ conferences, 
with top management execu- 
tives. In this way you benefit 
by the active exchange of 
ideas and solutions to manage- 
ment problems that have been 
worked out and used by ex- 
perts in various fields. 

e Access to the many research 
publications published by the 
Society. 

e The monthly issue of the mag- 
azine ADVANCED MAN- 
AGEMENT, which brings you 
articles and news from the 
most forward-thinking man- 
agement experts in business 
and in education. 


How Do You 
Join SAM? 


For detailed information con- 
cerning the benefits of a SAM 
membership, and the list of 
qualifications required, write to 
National Office, Society for Ad- 
vancement of Management, 74 
Fifth Ave., New York 11, N. Y. 
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Proceedings of the S.A.M. Operations Research Conference contain a complete 
report on a well-balanced program covering: 


@ Factors in the growth of Operations Research as a business necessity 
SEPT. 29-30, 1955 __—.. 


A recent survey of the industrial uses of Operations Research 


NEW YORK CITY 


© A sampling of cases illustrating the wide applicability of Operations Research 
e A complete case showing how the Operations Research process works 
° 


A look into the future of Operations Research 


WHAT’S YOUR STAKE IN OPERATIONS RESEARCH? 








AN OVERVIEW OF OPERATIONS RESEARCH 


Chairman: Harold F. Smiddy, Vice President and 
Head of Management Consultation Services 
Division, General Electric Company, New 
York City. 

Mr. Smiddy and Mr. Germeck of General Electric 
trace the growth of Operations Research and Syn- 
thesis as a business necessity and discuss its prin- 
ciples. Four General Electric Department Mana- 
gers question Mr. Smiddy, Mr. Hurni, and others 
of Management Consultation Services on Opera- 
tions Research’ and Synthesis principles and 
processes. 


“CHALLENGES IN OPERATIONS RESEARCH” 


METHODS AND APPLICATIONS OF OPERATIONS 
RESEARCH 


Joint Presentation By: 


Dr. Russell L. Ackoff, Director, and 
Dr. E. Leonard Arnoff, Asst. Director, 
Operations Research Group 
Engineering Administration Dept. 
Case Institute of Technology. 
The results of a recent survey of industry on the 
extent of industrial uses of Operations Research 
. .. the number and types of industries involved, 
the problem areas studied, and the breadth and 
variety of methods used. 


A SPECIFIC OPERATIONS RESEARCH STUDY 
Joint Presentation By: 
Dr. Arthur A. Brown 


Staff Representative, 
Arthur D. Little, Inc., 
Cambridge, Mass. 


D. F. Howe, Ver. 


Management Methods 
Research 
Procter & Gamble Co., 


Cincinnati, Ohio 


W orking the Operations Research process. Presen- 
tation of a complete case demonstrating how 
Operations Research is being used at Procter & 
Gamble Company. How the problem of produc- 
tion scheduling was attacked using the research 
approach and how the obstacles were overcome. 

This is an unusual opportunity to learn first hand 
from those involved why certain things were done 
and others not done; and what the controlling 
factors were at each step of this research project. 


“WHAT'S GOING ON NOW IN 
OPERATIONS RESEARCH?” 


EVALUATION OF THE RESEARCH STUDY 


A demonstration and evaluation of the 
results of the Operations Research project 
at Procter & Gamble, and a discussion of 
the possibilities for further use of Opera- 
tions Research in this company. 








Society for Advancement of Management 
74 Fifth Avenue 
New York 11, N. Y. 


Please send me 
RESEARCH—1955 Conference Proceedings. 
Enclosed my check [) Bill Me 1 


copies of the S.A.M. OPERATIONS 


Conference Summary and 
A LOOK INTO THE FUTURE 
OF OPERATIONS RESEARCH 


Harold F. Smiddy, Vice Presi- 


dent, General Electric Company. 
ORDER YOUR COPY NOW! 


Members: $7.50 
Non-Members: $10.00 














